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This is the profile of a bank 


OST OF THE TIME marble and 
Mo. disguise it. But after a 
visit or two to any bank you begin 
to see its true profile 

It may be the face of a teller, a file 
clerk, a loan officer or—the pre 
dent. Whoever it is, this muc!) i 
certain—the profile of a bank is al 
ways the face of the man or woman 
in the bank you know best. 

Why? 

Because banks are people. Tellers’ 
cages, vaults, iron gates—all the 
familiar symbols of bank are 
nothing more than tools used by 


human hands to get the job done. 
Yes — banks are people. More to 
the point, they are conscientious 
professionals who see banking as a 
career rather than just another way 
to earn a living. 
To Mr. and Mrs. 


says,‘* Your money (along with your 


America this 


country’s financial tradition) is in 
good hands.”’ 

It also means that the business of 
putting money to work — banking’s 
bas’. function—is administered by 
responsible professionals with a keen 


sense of trade competition, and a 


highly developed awareness of cus 
tomer service. 

These people are America’s banks 
Bank buildings, however simple or 
ornate, are only their workshops. It 
is their humanness that transforms 
facades of marble and steel into faces 
of friendliness and warmth. 

Chase National Bank is proud of 
the part it is playing in American 
progress. 
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The CHASE National Bank 


OF THE CITY OF NEW YORK 
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GRAPHIC OUTLINE OF THE IAS COURSE 


To prepare each student for his specific vocational objective, LAS offers an 

elective program covering a wide range of accounting and allied subjects. 
Cc & c c as 

A thorough foundation in Accounting Elements then selects from the electives* shown on the 


and General Accounting is acquired through com- chart those leading to his immediate job- 


pletion of the first 40 assignments. The student objective 
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Thus the IAS elective program enables the stu Graduate, the IAS student can broaden his 


dent to progress directly to his specific goal knowledge of accounting and management 


Then, through the Life Scholarship Privilege through study of any, or all, of the other ele 


earned by each Diploma Course (90 assignments tives, at no additional cost 


The 50th Anniversary Edition of the school’s cataloene will | nt free upon you 


/ / 
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request. Just send a postcard or letter to the Secretary, LAS, at the add 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 


p C 
Al Carresp oudenc or boat & Sitce L903 


209 WEST JACKSON BOULEVARD: CHICAGO 6, ILLINOIS 


1903 —lifty Years of Progress in Accounting Training —1953 
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How do YOU handle 
TRAVEL ee 
EXPENSES? | SD oan se sm 


JOHN A. MURPHY, Advtg. Mgr 


wnen your travelling personnel reim 
burse themselves by means of con- 
trolled, protecied TRAVELETTERS, your 
company benefits by saving the admin 
is raive and clerical costs of expense 
checks, by speeding audi.ing proce 
dures, by improved expense control 
And the traveling man becomes more 
efficient without the worry of being 
delayed or stranded w:thout funds 


Here's a partial list of 


TRAVELETTER users: 
American Cyanamid Co Conte nts for Octo ber 1953 


American Home Foods, Inc 

Baver & Black Div. of Kendall Co 

Binney & Smith Co 

Commercial Solvents Corp FEATURES 
Diamond Alkali 

The A. C. Gilbert Co 
International Cellucotton ( pr AT ( ALIT ‘4 a zr p of 
R. G. LeTourneay, Inc CORPORATE MORALITY nrietion 5. Pepe 
The Lionel Corp ‘a rT < c c 
Pennsylvania Salt Mfg. Co HOW GILLETTE PROTECTS ITS RECORDS 
Prentice Hall, Inc hard N. R 

Sunkist Growers, Inc R stealichs dats 

True Temper Corp eT ry cre 

intern Minette Co THE CONSTRUCTION AND USES OF 

Wm. Wrigley, Jr., Co BREAKEVEN ANALYS!IS—Glenn A Velsch 


THE LAWYER AND THE CONTROLLER CONSIDER 


You'll be pieased to learn of the ad 
vantages your company can enjoy by SPECIAL SUPPLEMENT 
using TRAVELETTERS too! Write for In 


Rie ia 22ND ANNUAL NATIONAL MEETING OF CONTROLLERS INSTITUTE 


Part |—-Newly elected officers and directors 467-470 


 TRAVELETTER CORPORATION 
Since 1894 


22 West Putnam Ave., Greenwich, Conn. 3 


STANDARD PRODUCT INVESTMENT: A TOOL FOR 
PROFIT AND FINANCIAL PLANNING—J. E. Zwisler 


DEPARTMENTS 
CORRESPONDENCE 
SCANNING THE SCENE—Paul Haase 
PAGING THE NEW BOOKS 


MANAGEMENT CONTROLS IN INDUSTRIAL RESEARCH 
ORGANIZATIONS 


How to : 
Reviewed by William R. Thomas 
Relax After Pritts 
. 
a Busy Day in PERSONALS 
Washington: OPPORTUNITIES 


Stay at the Sheraton Park, of course! 
Wise executives with a mission in 
Washington always do. Here, just 10 
minutes from downtown, they relax to 
their heart's content after a busy day 
in the Capital and so wil! you 
Our acres of private grounds overlook 
beautiful Rock Creek Park, and our 
many services exist for only one reason 

to help you rest well at the end of 
a care-filled day. Write, wire or phone 


for reservations 
CEIL SMITH THAYER, Assistant Edit NORMAN W. LOTHIAN, Circulation Manager 
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Entering data into the records is relatively easy 
no matter what method you use. The difference 
shows up when it comes to getting the data out 
again—classified, distributed, totalled, listed—and 
compiled into usable form. 

Under most conditions this can be slow, costly, 
tedious work. Using IBM punched cards, how- 
ever, thousands of companies not only secure 


their reports in a far easier way, they also get 


INTERNATIONAL BUSINESS MACHINES °° 


ports Based On 


OUTDATED 
INFORMATION 


OR 


CURRENT FACTS 


Le 


them faster—and the reports themselves are more 
informative. 

Why not look into the possibilities of IBM 
punched card accounting for your business? You'll 
have more effective control because your decisions 


will be based on current events—not past history. 


IBM 


590 MADISON AVENUE, NEW YORK 22, N.Y. 














PROPER CREDIT 


Editors, THE CONTROLLER 

I have read with some surprise th 
article by William W. Johl of the William 
Johl Manufacturing Co., Inc., of Mystic, 
Connecticut, relative to proper 
being credited for publication companies 

I think the best thing that I have seen 
which may help solve this problem ts the 
method of the Veterans Administration 
National Service Life used in 
billing for Life Insurance 
my Veterans Life 
Iam mailed an envelope which is mailed 


accounts 


Insurance 
| hap en to pay 
Insurance monthly and 
tc me in a window enve loj e and on the en 
velope which [ receive ts imy rinted how 
much I owe, my name and an Identification 


Number; further, the envelope says that 


the remittance must be mailed in that 
envelope. This I have never failed to 
do even though I have had to put a 
three-cent stamp on it, which, as you 
know, some firms don't require and 
pay the postage themselves. If it was 
still necessary for the one paying the bill 
to have a receipt, the so-called envelope 
that was to be used for making the pay 
ment could have an attachment on it and 
this, then, could be the receipt. However, 
I think the days of receipts are pretty much 
out the window as the Veterans Adminis- 
tration used to send rece Ipts and they have 
stopped it. Also, many of the life insur- 
ance cCompanics ust d to mail back receipts 
after you paid your life insurance pre 
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mium. This also has been stopped. 

I hope that I may have been of some 
help in this problem that is bothering Mr 
Johl. 


PAUL J. KREMER, Asst. Treas. 
The Buffalo Slag Co., Inc. 
Buffalo, N. Y. 


“VALUABLE ARTICLE” 
Editors, THE CONTROLLER: 

We would like to reproduce the article 
“A Report on Office Manuals” which ap 
peared in the June issue of THE CONTROI 
LER. 

We hope to distribute copies of this 
valuable article to those attending the 
Fourth Annual Systems Conference to be 
held in Los Angeles on November 20, 
1953. This Conference is arranged by the 
University of California at Los Angeles, 
and the two local Chapters of the Systems 
and Procedures Association of America 

May we have your permission to re 
print ? 


WALTER H. BARINOFF 
Chief Cost and Methods Accountant 
Lane-Wells Company 


Los Angeles, California 


Permission to reprint, with credit, was 
gladly granted. 
The Editors 


INTERNATIONAL EFFECT 


Editors, THE CONTROLLER: 


interested in the attached 
relative to the 


THE CONTROLLER 


You may be 
correspondence interna 


tional effect of 


P. G. DRESCHER 

Vice President 

Associated Hospital Service of New York 
New York 


The excellent article “A Report on Office 
Manuals” appearing in the June 1953 issue 
of THE CONTROLLER was read with much 
interest. Our company plans a careful study 
of systems and procedures and contemplates 
the preparation ot othce We 
would be most grateful if you could send 
us a copy of any one of your manuals that 


manuals 


iy use in our study 
Since we also are undergoing an orpaniza 


we Mk 


tional examination, either of the three types 
of manuals would be most helpful. Thank 
ing you in advance, we send our best wishes 


MILES CORTEZ 

Audiior in Charge 

Compania Metalurgica Penoles, S.A 
Apartado 251 

Monterrey 

N : Mexico 


As requested in your recent Communica 
Id 1 to Mr. Freed of H. L. Green 


tion adaressed 
he referred to me, I am 


which 
pleased to enclose copies of two manuals 

One is a Guide Manual, which refers to 
the preparation and the processing of a 
form, which is known in our organization 
as a CF-17 and which is used to effect record 


( ompany, 
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Which is the RIGHT 
Employee Benefit Plan 


for 
= y THE PEOPLE in 
P your COMPANY 
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A pension plan? 
A profit-sharing plan? 


A thrift or savings plan? 


or 
A COMBINATION OF SEVERAL PLANS? 


Tue NATIONAL City ORGANIZATION has helped 
A hundreds of corporations solve this problem 

successfully. 

Our practical experience in this field may 

be helpful to you in choosing the plan. . 

or the combination of plans ... that is best 

suited to the particular conditions existing 

in your company. Write or telephone our 

PENSION TRUST DIVISION, 55 Wall Street, 

New York. 

saints 


We act as trustee under employee-benefit 


plans and as agent for individual trustees 











CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 





by Ray Hawes 


MEDIUM OF EXPRESSION 
by P. L. Smith 


by Andor Beretvas 





changes throughout the organization, The 
other is a Procedure Manual, which reflects 
the steps involved in billing direct payment 
subscribers and applying their remittances 
or cancelling their subscriptions in the event 
of nonpayment 

I was extremely happy to learn of your in 
terest in the article on Office Manuals and 
I hope the enclosed material will prove 
helpful to you (Signed P. G. Drescher. ) 


CONVENTION IN THE PHILIPPINES 


Editors, THE CONTROLLER 

The Philippine Institute of Accountants, 
national professional society of certified 
publi accountants in the Philippines, will 
be holding its Seventh Annual Convention 
on November 28 and 29, 1953 in Manila, 
Philippines 

We extend to all CIA members our in 
If you 
let us know when they will be here, we 


vitation to attend this convention 


shall be glad to arrange for their accommo 
dations during their stay in the Philippines 

In spite of the travel that 
would be necessary for you to attend our 


extensive 


convention, we hope that you may find it 
possible to be with us 


Jose L. Torres 
Chairman 

304 Burke Building 
Escolta-David 
Manila 


THE CONTROLLER... 


_ . Cer 
Southcoming JSeatures 


IN THE CONTROLLER 


te CURRENT TRENDS IN EXECUTIVE COMPENSATION 


je THE OPERATIONS LETTER AS THE CONTROLLER’S 


%e CASE STUDY IN AUDITING PROCEDURE: UNRECORDED 
LIABILITIES IN REAL ESTATE & OTHER TRANSACTIONS 


MEDICAL EDUCATION SPONSORS 
Editors, THE CONTROLLER: 

I am pleased to advise you that I have 
volunteered my services to this worthy or- 
ganization to help raise $10 million in 
1953 

I know you will be pleased to hear that 
30 out of 42 companies listed as donors of 
$10,000 to $100,000 and 65 out of 108 
listed as donors of $1,000 to $10,000 arc 
represented by the membership of their 
controllers or financial executive officers in 
Controllers Institute of America 
H. OscaR DONNER 
Committee of American Industry of the 
National Fund for Medical Education 
New York 


CONGRATULATIONS 


Editors, THE CONTROLLER 

Congratulations to THE CONTROLLER 
on the company it is keeping these days! 
Your August issue featured an article by 
Robert E. Gross, president of Lockheed 
Air Craft Corp. So did the August issue of 
the Atlantic, in which Mr. Gross discussed 

Freighters of the Future.” 

I read with great interest Mr. Gross 
views in THE CONTROLLER about “The 
Controller in a World of Change.’ 
ef 
New York 


OCTOBER 1953 





ERRATUM 
Editors, THE CONTROLLER: 

If your policy permits it, we would like 
the article entitled “Preparing Con 
solidated Statements for Management” by 
E. J. Erp, which appeared in the August 
of THE CONTROLLER, in con 
with our Business 


tO Us¢ 


1953 sssuc 
nection classes for 
Training Recruits which is being offered 
within the company 

In addition to checking whether this 


from your stand 


world be satisfactory j 
point or the procedure which we should 
follow to obtain the necessary permission 
I would like to inquire whether there is 
not a typographical error in the last para 
graph on page 364 where it is stated that 
the net consolidated value of the parent 
($1,000,000) and its subsidiary ($500, 
000) would be $1 million, after adjust 
ment for the write-up of $100,000 


G. W. MARSH 

Assistant Comptroller 
General Electric Company 
Schenectady, N. Y 


CORRECTION 


Suppose the parent company had $1 
million in fixed assets but included in this 
amount was $100,000 of old appraisal 
write ups that were made Many years ago 
Assume that the subsidiary had $500,000 
of fixed assets all of which are stated at 
cost. When a consolidation is made the 
normal procedure would be to apply the 
excess of book value over cost, assuming 
it to be $100,000, against the fixed assets 
resulting ina net consolidated value of $1.4 
million. In_ this disclosure on the 
balance sheet would probably be made to 
the effect that the fixed assets have in 
cluded in them $100,000 of appraisal 
write-ups. In this instance, why couldn't 
the parent on its books charge the $100, 
000 appraisal increase to the investment 
account in the subsidiary ? Then the fixed 
asscts would be stated at cost; the amounts 
would still be the same on consolidation 
$1.4 million. (Continued on page 


Case 


Bae 
I50 ) 


We thank Mr. Marsh for calling our at 
tention to an obvious typographical error 
and print the paragraph in tts entirety as i 
should read. It might be well to clip it out 
and paste it on the original page 364 of the 
Ineust issue tf you keep a file of THE CON 
TROLLER The Editors 


PENSION SERIES REPRINTED 
Editors, THE CONTROLLER: 

We have seen the series of three articles 
on the subject of pension plans in the 
April, May and June issues respectively of 
THE CONTROLLER. We would like to se 
cure permission to reprint these articles 
for circulation within our firm. 


J. A. SLocuM 


Arthur Andersen & Co 
Chicago, Ill 
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New Way to Reap Rich Returns 
from Your Filing Dollars 


In the average office file today, 65‘; of 
the records have outlived their useful 
ness—yet remain in the active file, mal 

ing it difficult and expensive to keep 
an efficient filing system. Management 
is greatly concerned with this wanton 
waste of time and money. That’s why 
Remington Rand has prepared the 
booklet pictured below. It shows you 
how to reap richer returns from your 
filing dollars 


... provides you with a Nee — 
yardstick for measuring record keep a ee 


ing as it pertains to filing, its purpose, 
growth, value, cost and efficiency 


NEW SURVEY GIVES 
SPECIFIC STEPS TO CUT COSTS 


Put This Booklet to 
Work By Learning: 


@ How much should it cost to operate 
a file? 

@ What is the average number of 
drawers handled by a file clerk? 

@ What are the minimum standards of 
performance to be expected from the 
different grades of filing equipment? 

@ How can you determine the efficiency 
of your filing system? 

@ How important is control of the ori 
gin of correspondence and record 
At the end of the booklet there’s a 5 
step, thoroughly-tested method for get 
ting more for each dollar invested in 


9 


filing operations. 

You can save 60% or more of your 
overall filing costs by properly apply 
ing the treasury of filing facts and 
figures in this easy-to-read, easy-to 
use booklet. To get your FREE copy 
without obligation, of course. Check 


off LBV543 in coupon. 


Scientific Sorting Assures 
50 to 75% Saving 
Remington Rand MultiSort has proved 
in actual use that it can save 50 to 
75°) of the time demanded for hand 
orting. Locating any piece of sorted 


material is easy, swift. Each piece of 


paper is held securely in place — no 
danger of blowing away! And valu 
able office space 1 aved——as much a 
80°,. Errors are kept at a minimun 
The FREE folder “Slash Your Sort 
ing Time With MULTISORT” list 
additional advantage how 

proved by actual time studi 


in LBVO6OILS. 


aving 
Complete detail 


TODAY TOMORROW 


Variadex Alphabetic 
Filing Permits Unlimited 





Vow You Can “Rent™ Experts 
hances are you’ve known 
ont that the filing 
1 operating record 
need treamlining. Office 
well-seasoned in tackling 
most diffi problem nh 
ings are a through 
Remington Rand Busine 
ices Department 
The Installation Stalf ha 
unique approach does not al 
turb daily operations, trains per 
onnei in the new ystem and 
writes a manual detailing the 
complete new filing procedure 
You are then ready to swing 
method 
interruption of your everyday 


into new without 


business During 
peak-load periods, you rent this 
expert staff and save by getting 


operations 


your task finished promptly —a 
far better arrangement than de 
pending on untrained temporary 
per onnel (Check folder ] BSD2. 


also LBV402, 











Vake the Most of Filing 
Space with Shelf Filing 
Why let the 


your filing cabinets and the 


pace between the top of 
ceiling 


nen 


remain unused especially, today, 
Faster 


reference, easier and quicker filing 


office pace l arce,expensive? 


and finding and the economy of space 


and equipment costs make this method 
vorth investigating See the clear 
comparison of shelving vs. vertical file 
i chart complete with understandable 


figure MO8I7. Also ask for Certified 
Case History SN7814. 


ee a * : 
Expansion Without Waste Memington Mtand 


There’s a way to eliminate the wast 
of throwing out inflexible index g 
a vour file Increas¢ 
VARIADEX~—the direct expane 
dex with color control 

With Variadex your inve 
filing equipment brings additio 
lars rolling back to you In the 
faster filing and finding, fewer erro: 
and lost papers, higher office moral 
Users find VARIADEX i 
filing at its very best—simple, direc 
Details in LBV392. 


] 
aipnabeti 


t 


tops in efficiency! 


Management Controls Reference Library 
Room 1244. 315 Fourth Ave., New York 10 


Please circle the 


FREE literature de red. M 


LBV543 LBV6OLS 


BSD2 MC8I7 


LBV 392 
LBVAI02 SN7B4 


Name Title 


Address 
City Zone State 
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Standard FEDERAL TAX REPORTS 


FOR the man whose responsibilities de- 
mand that he have everything concerning 





federal taxes affecting business and in- 
dividual taxpayers, CCH’s widely used 
STANDARD FEDERAL TAX REPORTS are 
especially designed. Week in and week 
out, the STANDARD’S informative issues 
rush to subscribers complete details on 
every new twist and turn of pertinent fed- 
eral tax law, as it breaks. These bring not 
digests, not summaries, but authoritative 











full texts of laws, regulations, rulings, 
court decisions, forms, and related facts 
and information —all fully explained and 
tied into the over-all tax picture with help- 
ful, understandable editorial comments. 


Current subscription plan includes 7 
loose leaf “bring-you-up-to-date” “Com- 
pilation Volumes,” and companion Internal 
Revenue Code Volume. 


FEDERAL TAX GUIDE REPORTS 


Epiteo and produced particularly for Tax Men who must keep abreast of 
unfolding developments concerning the federal income taxes of the average 
taxpayer, the ordinary corporation or individual. The swift, weekly issues of 
CCH’s FEDERAL TAX GUIDE REPORTS provide quick access to essential facts and 
information relating to everything new in this field — changes in statutes, amend- 
ments, regulations, decisions, rulings of the Bureau of Internal Revenue, and the like. 


Everything is designed to facilitate tax work. Subscription includes two loose 
leaf “Compilation Volumes” replete with pertinent law texts; regulations; rulings; 
decisions; helpful explanations, examples, charts, tables, check lists, 


PAYROLL TAX GUIDE 


For dependable, continuing help on the new 1954 withholding rates — and everything 
else needed by Payroll Departments for keeping abreast of every unfolding twist and 
turn of federal income tax withholding, federal social security taxes on employers and 
employees, federal wage and hour limitations, state and local income tax withholding, 


and unemployment insurance contributions. 


Essentially, CCH’s PAYROLL TAX GUIDE spans the workaday world of pertinent statutes, 
rulings, regulations, decisions, returns, forms, reports, and instructions. Detailed discus- 
sions, editorial comments, and helpful suggestions make clear exactly what to do, and 
how and why to do it. There are no law-texts to interpret, no involved regulations lan- 
guage to unravel — instead, understandable, plain-English explanations of the ins and 
outs of “payroll law” characterize the GUIDE. Subscription includes the encyclopedic 
“Compilation Volume” which presents the complete payroll tax story right down to date, 
plus biweekly releases of all pertinent new developments. 


Write for Complete Details on These or Allied Fields of Interest 


MMERCE, CLEARING, HOUSE, INC.., 


SAAR sn nnn AWS WA AA 


PUBLISHERS OF TOPICAL LAW REPORTS 


522 FietH Ave 214 N. MICHIGAN Ave 1329 E Srreer. N. W. 
New YorK 36 CHICAGO 1 WASHINGTON 4 
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Corporate Contributions Upheld 

The New Jersey Supreme Court unanimously upheld, 
recently, the right of corporations to make cash donations to 
charitable and educational inst tutions. The ruling arose 
from a suit instituted by a group of stockholders of the A. P. 
Smith Manufacturing Co., of East Orange and Bloomfield, 
N. J., protesting a $1,500 ccentribution the company made 
to Pr.nceton University in 1951. 

The stockholders as‘erted that the company had no right 
to make such contributions, but the court ruled that these 
denations “have almost invariably been unquestioned.” 

The supporters of the movement to promote better under- 
standing by corporate management of the great contributions 
being made by higher education to American business and 
the country, as exemplified by the recent formation of the 
Council for Financial Aid to Education, Inc. (page 348, 
July 1953 issue of THE CONTROLLER), should be most 
happy with this decision of the New Jersey Supreme Court 

As Frank W. Abrams, chairman of the Board of Standard 
Oil Company (New Jersey), recently pointed out: 

“The independent liberal arts college must be preserved in 
its full vigor. So-called liberal or general education ts essen- 
tial to the kind of free society in which business moves ahead 
and prospers. More specifically it is perhaps the only effective 
means of wiping out the mass ignorance and intolerance in 
which ideologies hostile to the free enterprise system breed.” 


The Sacred Cows of Accounting 

Writing in the Accounting Review Herbert F. Taggart, 
professor and assistant dean of the School of Business Ad- 
min’stration, University of Michigan, quotes an observation 

. by W. A. Paton: 

“Accounting is plagued with fetishes and sacred cows. It 
1s high time that homage be shifted from these to the primary 
»bjective—furnishing owners and managers with essential 
economic data.” 

Professor Taggart, an associate member of Controllers In- 
stitute, then proceeds to bring to earth several of accounting’s 
sacred cows which, as he points out, are ‘‘of various magni- 
tudes and degrees of importance.” 

One example cited ts ‘the showing of cash discounts taken 
on purchases as income.’’ Another sacred cow ‘‘which leads 
us all astray,’’ according to the author, ‘may be designated as 
the belief in objectivity as an infallible accounting guide. 

Familiar examples of accounting practices based on 
this tenet are the vaiuation of assets acquired through 
security issues at the par or stated values of the securities, and 
the treatment of treasury stock as an asset.” 


Continuing, he points out that “one of the most basic of 

sacred cows ts the belief in the stability of the monetary unit 

Continued failure to give expression to the profound 
and prolonged change in the price level has led to much 
misinterpretation of financial statements, and especially of 
the statement of income.”’ 

Professor Taggart also expands on “the absurd belief that 
LIFO is a method of inventory valuation” and adds further, 
that ‘‘in view of the chang ng value of the dollar and such de 
velepments as LIFO, another widely held belief must be rel 
egated to the sacred cow category. This ts the notion that the 
balance sheet is a significant document.’ Here he declares 
that George O. May came very near to the truth when he 


a collection of “nonhomogencous 


called the balance sheet 
residuals.’ 

Among other sacred cows mentioned by Professor ‘Tag 
conservatism,’ “independence,” and “the aura of 


which sometimes intentionally, or otherwise, 


gart arc 
infallibility 
surrounds the accountant and his work.’’ He went on to say 
that 
Conservatism crops up in many forms and at almost every ac 


“the holiest of holy cows 1s undoubtedly conservat.sm 


counting corner. Conservatism 1s all right in its place 
{but } where conservatism ts blindly adhered to even at the 
expense of good accounting, it 1s be ‘ng carried too far. Con 
servatism of itself ts not a virtue. It 1s a good residual, or 
background rule. Where the course is not otherwise clear, 
resort to conservatism. Conservatism ts no excuse, however, 
for failure to furnish owners and managers with ‘essential 
economic data 

Space prevents further claboration of Professor Taggart's 
stimulating presentation which appeared in the July 1953 
issue of Accounting Review. Our readers may well wish to 


pursue this further. 


Educating Those Who Will Follow 

The National Committee on Education of Controllers In 
stitute recently surveyed member firms regarding formal 
education programs available to their employes. Some of 


the findings are particularly interesting. For example 

Of 670 firms reporting, 182 offer formal education pro 
grams to. their employes and 124 of these programs are 
available through recognized schools with 36 handled within 
the company. The remaining 22 programs are handled 
through recognized schools and company arrangements. 

Fifty-nine companies pay full tuition for the attainment 
of specific standards and 60 companies pay part tuition. 
Twenty-seven companies pay full or part tuition regardless 
of results achieved by the students. In 39 companies the 
instruction during working hours 1s with pay and im eight 
of the companies the instruction after working hours 15 with 
pay, but 24 of the companies m the after-working-hours 
category do not provide pay to employes 

Since these programs have been in operation for an aver 
age of nine years, the findings should have real significance 
for corporate controllers and financial officers who are con 
cerned with the development of the next generation of 


management PAUL HAASE 


THE CONTROLLER. OCTOBER 1953 








LCULATIONS | 


** 
Pre YL nde 
e* 


Costs come down 


/ . . 
Worx WITH figures costs any business too 


eer 


° 
cepapeneseeter* 
° 


o* 
eoocseceeees® 
° 


eseeeeee 


oe 

eeeee 
eeeet 

eeeert 


much without the automatic thinking of the ° 
Friden Calculator. In caleulations for payroll, 


4 : 
® 

invoicing, inventory, taxes, every figure chore... with 

the fully automatic Friden performs more steps : 

in figure-work without operator decisions than 

any other calculating machine ever developed. Seve 


Automatic thinking ability inherent in Friden 





design saves expensive human time and makes this ° 7 
Calculator simple to use without special operator ext Ta thin 
training. Be your business big or small, conven- ; | 
tional or specialized, you'll be money ahead to 
figure on a Friden! 
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Call in the Friden Man near you and let him demonstrate some of the time- 
saving applications of Friden figure-thinking in your business... applications 
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and service available throughout the U.S. and the world. FRIDEN CALCULATING 
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Christian B. Peper 


THE GENEALOGY OF 
THE MODERN CORPORATION 


N THE EARLY MIDDLI 
| and social activities centered about the 
init of land. The manor with its carefully 

onstructed hierarchy at once conferred 
status and function. A remnant of the 
feudal age survived as an anachronism in 
the southern portions of our country until 
the time of the Civil War, and survives in 
many undeveloped nations of the world 
today. However, in the great centers of 
Europe, economic activities early began to 
luster about towns. We may recall Brooks 
Adams’ theory that civilization followed 
the trade exchanges. The history of Flor- 
‘nce, of Venice, of Nuremberg, and of the 
Hanseatic towns in large measure is the 
history of the growth of manufacturing 
ind mercantile activities in the modern 
world. Much of the color and Juxury and 
artistry of the late Middle Ages, which we 
tend to associate with royal courts, Was 1n- 
spired and sustained by the wealthy burgh- 
ars of these towns. The Medici were bank 
‘rs and traders before they became princes 
and patrons of art.* In our land, early ur- 
ban fortunes were built in the shipping 
towns of New England. Today, large scal« 
-conomic organization has its typical form 
ind focus in the corporation. 

The roots of the corporation in Anglo 
American law extend to the merchant gilds 
n the early English towns.® These gilds 
held a monopoly of a field of trade, and 
more closely resembled our merchants ex 
hange than our modern business corpora- 
tion, for the members remained traders on 
their own account. The essential purpose 
of the gild was to regulate the trade of th 
town and to protect the monopoly against 
yutsiders. Later, export companies were 
‘tablished at the ‘'staple’” towns and we 
tind the beginning of corporate capital in 
the funds which were accumulated through 


AGES, economic 


fines’ paid for admission. 


The Lawyer and the Controller Consider 


Corporate Morality 





In 1555, the Russia Company was 
granted a charter by Queen Mary 
bodie and perpetuall fellow ship and com 
maltie’’ under the title of ““Merchant Ad 
venturers of England for the Discovery of 
Lands, Isles, Dominions at d 
Scignorics ; in 1619 we find the 
first charier of the African Company for 
which a joint stock was probably raised, 
with separate subscriptions for each voy 


One 


Territories 


age; in 1600 came the first incorporation 
of the great ‘‘East India Company,’’ and in 
1613 the subscription was taken, not for 
a single voyage, but for four years. Her 
we have an approach to our modern per 
manency of capital. We are all familiar 
with the ‘‘pride, pomp, and circumstance 

of the East India Company which eventu 
ally carried on the functions of a govern 
ment. Clive in India and Thackeray's na 
bobs are known to Macaulay's schoolboy 
About thes royal charters centered a con 
troversy the the Crown's 
powers to grant a monopoly to royally 
chartered companies; in the event, Parlia 


ment prevailed, and it became established 


over issue of 


, 
Lllustration—from an ¢ neravine by Edward Hazen 
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law that the royal prerogative did not ex 


tend to the granting of such monopolies 
In 1862 came the English Companies Act 
which provided a general frame work for 
incorporation, In America, in the early 
days of the R publi charters were granted 
by special act of legislature. Such a proc 
dure mingled virtues with defects. Special 
privileges were granted ; yet the provisions 
of the 
nized 


carefully scruti 
legislative In mid 
century, State constitutions began to pro 


chartet 
in the 


were more 


proc ss 


vide that « xcept in unusual circumstances, 
created by 


a provision 


not be 
In Missourt 


corporations should 


special act such 
appeared in the Constitution of 1865.° To 
day, we s‘and at the end of a 100-year pe 

riod of evolvtion of the General Corpora 
tion Act. What began as a spe tal privile ge 
granted by the Crown, by Parliament, by 
the State Lepislature, 
the State of Missouri, for example, to three 
persons who are able to subscribe $500.00 
in cash Or property as initial capial. Yet, 
as 1s $0 Often the case, with democratiza 
tion of the corporate form has come, pars 


is now available tn 


courtesy Old Farmer's Almanac, Dublin, N.H 
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passu, an increase in possibilities of abuse 


So, with a colorful genealogy from 
merchant gilds through royal monopolies 
and creative empire building ventures, the 
modern corporation carries an ancient and 
distinguished lineage. The abuses to which 
the corporation has lent itself have been 
outlined in Berle and Means’ well-known 
work “The Modern Corporation and Pri 
vate Property” (1932) Such ‘abuses in 
recent ycars caused or excused numerous 
attacks, many justified 
During the last twenty years the modern 
corporation has been attacked, reformed 
shackled and strengthened. Many of its 
reformers have paid it the final tribute of 
imitation. Since the carly nineteenth cen 
tury the corporate form has been employed 
for state and federally owned cconomi 
enterprises.? Since 1932 the government 
corporation has proliferated. The Recon 
struction Finance and the 
Tennessee Valley Authority are two ex 
amples from among many. In Russia, cor 
porate entitics have been utilized to organ 


some dk Mayport 


( orporation 


ize industry units, and a system which 
eschews private ente rprise uscs its ty} ical 
vehicle.6 “When me they fly, 1 am the 
wings.” To apply Toynbee's terminology 
the modern corporation has made an ad 
quate response to a chall np 

Twenty-one years ago, Berle and Means 
predicted 9 

“We are examining this institution (the 
corporation ), probably before it has attained 
its zenith. Spectacular as its rise has been, 
every indication seems to be that the system 
will move forward to proportions which 
would stagger imagination today; 
corporate system of today was beyond the 
imagination of most statesmen and business 
men at the opening of the present century 


just as the 














Today, we find that the modern corpora 
tion, in fulfilling this prophecy, constitutes 
an increasingly important focus of eco 
nomic, business, professional, and even 
social activity in America; for it now em 
braces within its ambit values beyond 
those purely economic. Thus, functional 
status in the Jarge corporation has begun 
to fix community Status not only of an eco 
nomic, but of a social, nature. From a mor 
phological point of view the corporation 
may be regarded as a constitutional form 
of doing busine in a larger sense it con 
stitutes a center of group activities about 
which other community values cluster. In 
cither case it performs the vital role of 
a voluntary organizational center which 
helps to preserve the limited nature of out 
political government. As John Knox Jes 
sup has pointed out,!” the corporation fills 
vacuum in the United States 


qualifications: It 1s a char 


an cconomi 

through thre 
acteristic way of mobilizing men and r 

sources and of organizing work; it 1s 
friendly to certain virtues of efficiency, 
thrift and honesty; and it is taking on new 
social responsibilities. 

Our conclusion then must be that thos« 
of us who are responsible for managing or 
advising the managers of the American 
corporation have a r sponsibility for the 
morality of modern business life in this 
country. Of course, corporate morality 1s 
a misnomer ; only real (and not fictitious ) 
persons have a moral responsibility. Yet 
it is a familiar rule that corporations can 
only act through agents, and such agents 
are human beings, subject to the moral 
law. An ancient and persistent error In po- 
litical philosophy places the State above 
morality. It would be a similar error to 
place the corporation above morality, or 














“It all started with his bringing a little work 


home evenings 
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by a kindred error to find that the corpora 
tion, as an aggregate, is governed by a dif 
ferent trom that which governs a 
single individual in dealing with his fel 
lows. If the institution is the shadow of 
a personality, the corporation's morality 
reflect that of 


¢ ode 


must Its governors 


SPHERES OF RESPONSIBILITY— 
TO THE SHAREHOLDERS 


Functionally, the corporation, viewed 
from within, takes on the aspect of a little 
State. As in the State the citizens adopt 4 
constitution, so in the corporation the in 
corporators adopt articles which, when ac 
cepted by the State, constitute the basi 
chartes or constitution of the new legal 
entity. Such a charter bears remarkable 
analogy to the social compact as envisaged 
by the cightcenth century philosophers 
such as Locke. Under this charter the 
sharcholders retain the basic positions of 
citizens in a representative government 
Their chief function ts to participate ir 
annual elections of directors who are their 
representatives in the management of the 
enterprise. These directors in turn exercise 
their delegated legislative and executive 
functions. They clect the executive officers 
They take part in the important business 
decisions. They establish rules and regula 
tions. Yet all the participants in this hier 
archy—-executives, directors and sharehold 
ers themselves—are alike bound by the 
fundamental provisions of the corporate 
constiution, some of which resemble the 
Inalienable Rights referred to in the Dec 
laration, in that no majority rule can alter 
them, others of which are subject to 
amendment by a majority or greater num 
ber of votes. One might say that the cor 
poration is a microcosm of the State. 

Some of the gravest moral problems 
confronting management result from the 
fact that so many sharcholders have largely 
surrendered their suffrage as citizens. It ts 
true, of course, that in most shareholder 
groups there will be found those who 
harass Management, but it would seem 
that these are the exceptions and that usu 
ally shareholders in large companies will 
consist of those who quictly hold their 
shares and their peace, and those who 
comprise a shifting group, seeking divi 
dends and capital gains, and who in so 
doing will move from one sector of the 
market to another. These are renters and 
not home owners. Apparent counter 
trends only emphasize this point, for al 
though the institutional shareholder, such 
as the investment trust, may speak for a 
large bloc of stock and take considerable 
interest in the affairs of the company, the 
problem itself has only been pushed back 
one further degree, to the shareholders of 
the institutional investor. Sed guis cus 
todiet Ipsos custodes? The shareholders 
suit 1s still available; but its practical 1m 
portance may have been diminished by re 
cent restrictive legislation; and it would 
appear that only in dramatic controversies 





will this procedure be of substantial 
value.!! 

Such removal from active participatior 
creates for the director a serious tempta 
tion and obligation. It places upon him the 
difficult necessity of remembering that he 
is, like a governmental official, a servant of 
these patient or shifting shareholders, and 
not their master. Where the shareholders 
are remote from actual participation, there 
may be a temptation to subordinate their 
human property rights to the ever-present 
absorbing corporaic activitics so that the 
corporat entity ac quire 5s, In Manageme nts 
mind, a transcendental significance and be 
comes, like a little totalitarian State, an 
end in itself. This is not difficult where the 
institution absorbs one’s chief daily ener 
gies and bestows one’s business and social 
status. The danger, of course, is that as the 
management becomes _ self-perpetuating 
and the corporation through its retained 
earnings becomes self-financing, the share 
holders may become as secondary as citi 
zens in a bureaucracy. Increased distribu 
tion of shares, widely heralded as a democ 
ratization of the ownership of American 
capital, will carry with it a further frag 
mentation of noncontrol blocs of stock and 
thus will further increase the trend toward 
scattered and splintered ownership. This 
will add to the problems and responsibili 
ties of management. 

The solution of this problem is difficult 
In part, of course, it depends upon the 
dominant values of the executive group 
In part it lies in a constant awareness of 
the obligations of management to report 
to its constituents. This need for communi 
cation between agent and principal in re 
cent years has been increasingly recog 
nized. The annual report and the company 
magazine have developed into a new and 
important genre of business journalism.” 
But problems remain; a company report 
and magazine can merely propagandize as 
well as enlighten. In this medium of com 
munication Management, and the control 
ler perhaps in particular, have a growing 
Opportunity to increase shareholder un- 
derstanding and participation in company 
iffairs. 

We may indicate a few of the typical 
cases in which management, largely as a 
result of its dominant and responsible po 
sition, is confronted with legal and ethical 
problems. One such area involves trading 
in “control” blocs of stock. By the weight 
of authority, the sellers of a majority of 
the stock of a corporation in connection 
with the sale of their stock, can agree to 
procure the resignation of the majority of 
the directors in order to facilitate the pur- 
chasers’ obtaining of control. However, it 
is also a rule of law that corporate offices 
should not be sold, and that directors may 
not heedlessly abandon control. Reported 
cases involve situations where the minority 
shareholders have sold their holdings at 


a lower _ and seck to compel the v1a- 


jority sellers to pool profits derived from 


THE IMPORTANCE OF THE CORPORATION TO OUR 
POLITICAL LIBERTY 

We live in a pluralist society in which the manifold func 
tions of the community are carried on in large measure in 
private groups and institutions free from the control of a 
monolithic State. The great achievement of our constitutional 
government was to safeguard the freedom of action of the 
individual. The Founders were not content with the promul 
gation of general principles. They did not believe, as did 
Rousseau, in the fundamental rightness of majority decisions 
As Bryce has explained it, the Founders were “men who 
believed in original s:n and were resolved to leave open for 
transgressors no door which they could possibly shut.""! 
Accordingly, several political mechanisms were established 
to restrain governmental power; we are familiar with the 
Bill of Rights, the device of limited delegation of power, of 
separation of governmental departments, and of the solic 
tude with which local autonomous governing units are pre 
served; of these the State is the prime example, and cities 
and bi-state authorities are extensions. 

The fundamental purpose of this political mechanism was 
to confine government to its proper sphere, that as Maritain 
has described it, of being only the “part which spectalizes 
in the interests of the whole.’* Under this theory the State 
‘is a part of the body politic, amd, as such, inferior to the 
body politic as a whole, subordinate to it, and at the service of 
its common good” which “would leave to the multifarious 
organs of the social body the autonomous initiative and 
management of all the activities which by nature pertain to 
them.''* Where the State is thus confined to tts limited and 
proper role, it does not seck to engross all important human 
activities. On the contrary, vast and vital spheres of pet 
sonal and collective life retain a fundamental tmmunity 
from political interference and are only limited or assisted 
by the State where necessary for the common good 

In such a pluralist society, the church, the club, the univer 
sity, and myriad other institutions become foci of activity, 
and through them are carried on the significant functions of 
civilized community life. In a broad sense the voluntary 
organization fulfills a crucial role in the self-government of 
our society. We are today concerned with the business cor 
poration as such an autonomous unit of self-government. As 
counsellors and participators in the management of the 
modern corporation, we are participating in a most respon 
sible phase of self-government in our community 


their ability to transfer control. In others 
the price paid for control is so excessive 
as to indicate the possibility of the pur 
chaser’s desire to loot the company 

Let us pose a hypothetical case wher 
management, representing only 20 per 
cent of the stock, elects through proxies 
five out of seven directors. Under the by 
laws of the company, where a director 
resigns in the course of the year, the re 


THE CONTROLLER 


maining directors can elect his successor 
The five management directors sell their 
20 per cent stockholdings at a substantial 
premium over usual market. One of the 
sellers resigns, the remaining sellers vote 
as directors to clect one of the purchasers 
in his place, then the second seller resigns 
and the remaining sellers and the new di 
rector elect the second purchaser, and so 
on serzatim. We may Say that this situation 
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raises important questions of an ethi al na 


ture, which, of course, would not be solved 
by condemning the transaction without 
review of the particular circumstances. In 
this connection it is interesting to note that 
the Federal Investment Company Act of 
1940 contains a provision to prevent such 
serzatim elections.) 

Another frequently occurring proble m 
arises where management purchases com 
pany stock whether on the market or by 
direct negotiation. The weight of author 
ity holds that an officer who buys stock is 
not under the same strict dutics imposed 
upon a trustee in dealing with his ben¢ 
ficiary. Yet again, where special facts 0 
cur, the decision may be different. Con 
sider a case involving a director, admin 
istrator general and majority sharcholdet 
who had special knowledge concerning an 
impending deal to sell the properties of 
his corporation to the Government; he 
employed a straw party to purchase a 
minority shareholder's stock through a 
broker. The minority sharcholder was not 
informed as to the current status of the 
pending deal. The price paid for the 
shares was one-tenth of what they later 
became worth through the sale to the Gov 
ernment, less than three months later. The 
decision in this case enforced the obvious 
dictates ‘of morality.'* Here, as in so many 
legal and ethical fields, the two extremes, 
that which is clearly permissible and that 
which is clearly prohibited, are easy to 
recognize. The real dithculty occurs with 
borderline cases 

Because, however, of former abuses and 
because of the dithculty of drawing a line, 
Section 16 (b) of the Securities Exchange 
Act of 1934 provides: 
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For the purpose of preventing the un 
fair use of information by such 
director or officer by reason of his relation 
ship to the issuer, any profit realized by him 
from any purchase and sale... of any 
equity security of such issuer within 
any pericd of less than six months 
shall inure to and be recoverable by the is 
suecr ° 
It is true that such a rule may injure the 
market by restraining this type of specu 
lation, which in the aggregate may have 
increased the ability of the market to dis 
count future events; yet the justification 
for some such rule becomes apparent with 
the reading of the antecedent cases.'® 

Another field of grave difficulty arises 
from cases where the officers and directors 
have dealings with their own corporation. 
The most dramatic, of course, occur where 
the management group is purchasing from 
or selling to the corporation, or where 
there are interlocking directorates, and ad- 
verse interests as between two corporations 
must be reconciled by a common director 
of both. To prohibit such interlocking 
directorates would be to prevent a fruit- 
ful cross-pollination of business interests 
in order to avoid the relatively few cases 
where the interests are not complementary, 
but conflicting.'® Yet such situations, at 
the very least, demand a high standard of 
morality and intelligence on the part of 
the common director. Indeed, divided al- 
legiance presents some of the greatest 
ethical and legal problems of our present 
business life. It has been stated: ‘No prin 
ciple is better settled than that a person 
having a duty to perform for others can 
not act in the same matter for his own 
benefit."""7 Yet in these, as in so many 
similar dilemmas, a good rule of thumb 
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is the minimum requirement that such ad 
verse interests must be fully disclosed to 
all parties concerned. Thereafter, and par 
ticularly if there is a disinterested ma 
jority of directors, the circumstances of 
the particular case can largely shape your 
de cision. 

A more subtle type of problem occurs 
in the matter of the voting of salaries and 
expense accounts. Again, it is a familiar 
rule of law that a salary, approval of 
which di pends on the recipient's vote, ts 
not validly authorized; and indeed, cases 
hold that a disinterested majority is_ re 
quired, In the light of this principle, con 
sider the practice of reciprocal voting in 
which directors vote salaries of other di 
rectors who will vote upon their salaries 
In a recent issue of the Harvard Busines 
Review there is a report of a study of 518 
companics with assets ranging from under 
one million to over fifty million dollars 
which indicated that in 47 per cent of the 
cases one-half or more of the members of 
the board were full-time paid officers." 

It is true, of course, that the sharehold 
ers do not always appreciate the value of 
the services of officers and that the proxy 
statements require disclosure of salaries 
of directors secking election. Yet, in the 
final analysis, there is imposed upon the 
directors themselves the responsibility for 
a proper sense of what ts fitting and justi 
fied in cach case. Other sanctions may not 
be equally effective. 

Perhaps a minor appendage to thes¢ 
larger problems consists in the expense 
account itself. The subject, long a matter 
of interest to the Treasury Department, 
has become a source of amusement to the 
readers of the widely circulated article 
which recently appeared in Life; and | 
think we will agree that over-weaning ex 
pense accounts are not justified by appeal 
to competitive necessity or high corporate 
and individual tax rates. The Government 
may pay a large share of the expense ac 
count, but the shareholder is paying his 
share of these, as of all other corporate 
disbursements. 

Dividend policy presents questions, par 
ticularly in small corporations, where ad 
equate disbursements are not a desirable 
means of creating and preserving a good 
market for the company’s stock. Here 
again the management may become so en 
grossed in building up Leviathan that it 
forgets the fundamental purpose of pro 
viding a fair return on the shareholder's 
capital. Where top management has large 
stockholdings and pays a high personal 
surtax, dividends may even be withheld 
from small shareholders who need the in 
come, because of management's desire to 
avoid high surtaxes on its own incom 
Where such policy results in an assessment 
under Section 102 the shareholders are 
doubly injured.!® This, of course, is a di 
lemma which the Federal Government 
could avert by granting relief against 
double taxation of corporate income and 
dividend.*” (Continued on page 480) 
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The Gillette Company started microfilm 
ing in 1942 in order to make available for 
manufacturing purposes space then used 
for the storage of records. The program 
was limited to the filming of general cor- 
respondence and accounts payable files of 
prior years and has been maintained con- 
tinuously. Subsequent to filming, original 
files are kept for two years and then de- 
stroyed. The films are stored in the Boston 
plant and are available for immediate ref- 
erence at all times. At the start, filming 
equipment was rented. Subsequently, the 
necessary units were purchased and oper- 
ated by two full-time employes. The rec 
wads protection program was inaugurated 
m 1950. 


§ WITH MANY COMPANIES, much of 
Gillette’s production ‘“know-how’’ is 
recorded in engineering data representing 
many years of experimentation, in reports 
on specifications for quality standards for 
blades, razors, and other products, sup- 
ported by memoranda, drawings and trac- 
ings, and by chemical formulae all of 
which were subject to destruction by fire, 
explosion or other catastrophe. It seemed 
clear that these and other vital records 
should be filmed or duplicated and the 
copics stored in a relatively safe place 
some distance away from the main plant. 
As a preliminary step, all records in the 
plant and offices were classified into thre« 
groups as follows: 


1. Vital records needed to restore op 
erations on at least a limited 
promptly as possible following the de- 
struction of the original records 

2. Vital records that would enable the 
company to determine its cash balances ; to 
establish the amount of its 
ceivable and its liabilities; and to satisfy 


basis as 


accounts fr¢ 


insurance Companics as to the value of its 
inventories and fixed assets, in support ot 
claims for losses. 

3. Nonvital records or records which 
could be reconstructed from information 
contained in vital records. 


Records classified in the vital groups | 
and 2 were as follows: 


1. Engineering records, drawings, patent 
and trademark files, tracings, designs 
and plans in process of development, 


How Gillette Protects Its Records 


costs and — independent audit 
reports, deeds, major contracts, charters, 
leases, franchises, tax records, original 
and subsidiary books of account, essen 
tial payroll records, minutes of dire 
tors meetings and selected executive 
correspondence as distinct from general 
correspondenc« 

2. Inventory and other records covering 
the following: 


Cash and securities, building, machin 
ery and equipment, finished stock, raw 
material, work in process, accounts r 
ceivable balances, accounts payable bal 
ances, insurance policies. 


It was then determined that the dupli 
cates or films of vital records for remote 
storage would be established as follows 


1. Wherever possible, the records stored 
outside of the plant consist of carbon 
copies which in many cases can be made 
available. Tabulating tapes containing 
accounts receivable, sales, cost and pay 
roll information are examples of this 
type of record. These carbon copies are 
continually replaced with the latest re 
ports which reduces the required out 
side storage area. 

2. Basic records consisting of inventories, 
account balances or other records that 

change in value must be filmed or du 

plicated periodically to simplify a full 
and quick reconstruction to an up-to 


date balance 


RICHARD N. RIGBY, a CPA with Haskins & Sells, Boston, 
before joining the Gillette Company as assistant treas- 
urer in 1930, served as assistant treasurer and control- 
ler until 1952, when he was elected financial secretary 
and assistant treasurer. His duties include those of con- 
sultant and advisor on accounting, finances and taxes 
and on matters affecting the operations and methods of 
the company. He is a past president of the Boston Control 
of Controllers Institute and recently served as publicity 
chairman of the Institute’s 1953 National Annual Meeting. 
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3. Correspondence of executives ts filmed 
and the film stored in our out-of-plant 
facilities. The originals are retained in 
Boston because it has been found that 
quick access to these files is often de 
sirable. Of course, there is always the 
protection provided by the films which 
are stored away from the plant. 


Reproduction and filing 
maintained in the remote storage location 


includes a minimum complement of pho- 


¢ quipment 


tographic equipment, supplies, film en- 
largers and microfilm readers, sufficient to 
rapidly restore vital records of first-priority 


value. Items included are: 


1 Recordak Microfilm Reader (avai! 


able in an emergency to reproduce a lim 
ited number of enlargements ) 

1 Leitz Enlarger for 16 mm 
mm. microfilm, profe ssional type. 

16 banks of 
with locks. 

2 microfilm filing cabinets with locks 

1 #8 ‘C Meilink Safe—-for storing 
films considered of more than usual im 


and 35 


i-drawer filing cabinets 


portance. 
Sundry photographic supplies and office 
equipme nt. 


The forms designed for internal com 
pany purposes to r cord the detailed work 
of the new Records and Microfilm Depart 


ment are described as follows 
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Film Register 

The sample form submitted lists the 
filming of daily transactions of the Ac- 
counts Receivable Department for the pe- 
riod from July 13 to July 30, 1951. Three 
copies of the form are typed, one for the 
Accounts Receivable Department, one for 
the Records and Microfilm Department 
and the third copy is filed with the actual 
films in the out-of-town storage area. 


Film Processing Schedule 

As each roll of microfilm is completed, 
the department involved is noted in the 
“Department” column. The number as- 
signed to the film roll is noted in the ap- 
propriate column. The date of delivery to 
the film developer in Boston is then indi- 
cated. Delivery to the developing company 
is made by a member of the Records and 
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MONTH OF 


2191418 101710192021 222924292627 20203031 


Microfilm Department before 4:00 p.m. 
daily with standing instructions that the 
developed film roll, which is to be stored 
in the out-of-town location, must be 
mailed that evening. The auditor, on his 
bimonthly visit to the emergency storage 
location, determines that cach film has 
been delivered and is properly filed and 
indicates the date of his visit in the “De- 
livery Verified” column. A similar sched- 
ule is kept for films stored in the Boston 
plant. 


Duplicate Records 

All records stored, other than on films, 
are listed by departments on the Dupli- 
cate Records form. The typed outline (in 
three copies) shows the department, 
month and description of records to be 
stored. One copy of the form is delivered 
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to the department concerned where a des- 
ignated employe is held responsible for 
regular dispatch of the files to the Records 
and Microfilm Department. The second 
copy is retained by the Microfilm Depart- 
ment and the third copy is sent to the 
s.orage area. 

Upon receipt of file storage material, 
the Records and Microfilm clerk places a 
check in the appropriate date column of 
the form and inserts the records in an en- 
velope which is sealed and labeled. The 
day's receipts, enveloped and labeled, are 
shipped by express to the storage location. 
Labels for the envelopes contained in each 
express bundle are typed in duplicate and 
numbered consecutively. The duplicate 
copies of all labels are grouped by ship- 
ment lot numbers (corresponding with the 
numbers noted on the express bundles) 
and are brought to the storage location by 
the auditor for checking with bundle con- 
tents. When finally indexed by the auditor 
on the Duplicate Records form, the loca- 
tions of all records in the storage offices 
are noted by cabinet numbers. 

An interesting and unexpected result of 
the development of our microfilming pro- 
gram and the acquisition of complete pho 
tographic equipment has been the adapta 
tion of the equipment for industrial and 
commercial purposes. 

The filming of large-surfaced tracings 
and drawings, and bound books, pointed 
up the need for flat-bedded photographic 
equipment to supplement desk-type auto- 
matic microfilmers. Such table equipment 
was not available in 1950. As a result, 
Gillette built its own table model machine. 
The economies resulting from the com- 
pany's purchase and assembly of the basic 
photographic equipment for filming made 
it possible to acquire superior cameras 
and other apparatus, which very rapidly 
widened the ficld of photography to in- 
dustrial applications far beyond those orig- 
inally contemplated. For example, with 
this new equipment and with proper light- 
ing, meters, lenses and space for an ade- 
quate darkroom, Gillette is now turning 
out 35 mm. colored slides for use by sales 
executives at conventions and district man- 
agers’ meetings, slides for employe educa- 
tion in certain involved manufacturing 
techniques, photos that illustrate com- 
pany-approved standardized packaging for 
quality control among world-wide branch 
plants, and photos of window displays that 
demonstrate the most effective and appeal- 
ing sales aids. 

The side benefits stemming from this 
development of a records-protection plan 
are sufficient, on an annual basis, to com- 
pensate for all the costs of microfilming 
company documents. Photography has 
long been recognized as an aid in sales 
promotion, advertising and in product 
service. Its further development as a tool 
for Gillette management in engineering, 
production and research directions is be- 
ing explored. 





YOURSELF 


Learn How Your Order-billing System Rates 


ss YES NO 
Do you know how many separate writings you require to get your [ [| 


orders shipped and billed? 


Have you investigated lately to see whether certain rewritings can be [] [| 
eliminated? 











Do you rewrite orders received from branches or salesmen? 





Are shipping addresses retyped on your bills of lading? 





Are these same addresses again rewritten on your tags and labels? 





Are your invoices written separately from your shipping orders? 





When a partial shipment is made do you write a new shipping order to 


cover items back-ordered? 


Do you write a new set of billing copies covering each back order [| [] 


shipment? 








Do you post each individual invoice to your accounts receivable ledger? | | [ | 


HERE’S THE QUESTION THAT COUNTS 


Would you like us to send you folders which illustrate how you can YES NO 
eliminate all retyping on original and back orders and eliminate posting [ a 
to accounts receivable? 

If answer is “‘Yes’’ fill in and mail to: 


DITTO, Incorporated, 694 S. Oakley Blvd., Chicago 12, Illinois 
In Canada: DITTO of Canada, Ltd., Toronto, Ontario 


Name, Title 
Firm 
Address 


City— County State 


1) i] | QO ONE-WRITING SYSTEMS 
9 (R) 
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The Construction and Uses of 


Breakeven Analysis 


Glenn A. Welsch 


HE INCREASING COMPLEXITY of bust 
aah op rations has placed yreater and 
greater responsibility on top management 
so that today, perhay 5 the greatest single 
success factor in business 1s management 
The objective of management in a free 
economy such as ours is to conduct the af 
fairs of the firm so that profits result — not 
profits at any cost, but with proper con 
sideration for the soctal obligations of 
business to socicty in general, Profits ar 
necessary if industry is to grow and pro 
ductivity to increase; therefore it is incum 
bent upon management to develop and 
adopt tools that increase the efficiency of 
business operations 

The three 
agement—planning, coordination, — and 
control-—require that 
and procedure s be utilized to the greates 
possible extent. Throughout the relatively 
short developmental period of what has 
been aptly manage 
ment,’ many such aids or tools have been 


basic functions of top man 


scientific tools 


termed scqcnti he 


suggested —some have proved invaluabl 
others of no value, while certain others re 
main in a somewhat questionable category 
To some the topic being considered ts in 
the latter category 

The controller ts in the 
of be ing able to provide management with 


Unique positron 
perhaps the most basic managerial tools 
that have been developed to aid in the 
planning and control functions; tools that 


indicate the economic Characteristics of the 
business. Among these basic tools may be 


listed the following 


1. Historical Profit and Loss Statements 
and Balance Sheets Adapted to the 
Needs of Management 
Ratio Analyses of Historical Data 
Standard Costs 
Inventory Control Procedures 
Systems of Internal Check. 

Planning and Control Budgetary Pro 
cedures 
Breakeven Analysis 


Chis paper is concerned with the latter 
managerial tool 
term ‘breakeven’ has become a part of the 


bicakeven analysis. The 


standard vocabulary of the controller, the 
wcountant, and management in general 
Management consultants have been trying 
to sell the idea for Despite this 
widespread attention to the subject, it 
seems that relatively few 
idea of what the term implies. The usual 
notion is that of the simple crossover chart 
indicating total sales and total expenses 


years 


have a concrete 


the crossover point being the breakeven 
point. Breakeven analysis as used herein is 
much broader in scope. It ts analagous to 
the cost-volume-profit Concept; that 1s, the 
interrclationship of — different 
costs, prices, and sales mix to profits. Th 
breakeven point, defined as that volume 


level at which revenue exactly equals total 


volume S 


GLENN A. WELSCH, associate professor of accounting at 
the University of Texas, specializing in cost accounting, 
budgeting and management, is a graduate of Oklahoma 
A&M (MS) ond the University of Texas (Ph.D.). In completing 
a doctoral dissertation on the subject of Flexible Budget- 
ing, he did considerable research in industry. During six 
years in the Army, he graduated from the Army Command 
and Staff College and commanded Signal Corps units in Eu- 
ropean and Pacific areas. This talk was given before the 1953 
Southern Conference of Controllers Institute of America. 
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cost, 1s somewhat incidental to the com 
prchensive problem of cost-volume profit 


analy SIS. 


UNDERLYING CONCEPTS 

Proper appraisal of breakeven analysis 
requires an understanding and apprecia 
tion of the underlying concepts. Although 
breakeven analysis is essentially a mathe 
matical analysis, the underlying concepts 
are best expressed in the familiar break 
even chart as illustrated in Exhsbit 2 
base-l on the simplified budget data shown 
in Ex/ibit 1. The vertical scale is in terms 
of dollars of revenue and cost. The hori 
zontal scale reflects volume and may be 
expressed in a number of ways, such as 
dollar volume, volume in units, percent 
ages of capacity, direct labor hours, or any 
other suitable index of volume. In the case 
of a single product any of these indexes 
could be used; however, in case of mul 
tiple-product representation some 
mon over-all index such as net sales dol 


com 


lars must be used. 

Referring to Ex/ibits 1 and 2, the three 
lines representing fixed costs, total costs 
ind sales, may be located readily by plac 
ing the forecast budget vertical at 200,000 
units and marking the budget level of 
fixed ($1.8 million), total 
($4.4 million), and revenue ($5.0 mil 
lion). The fixed cost line ts drawn hori 
zontally through the fixed cost point of 
$1.8 million. The total cost line is drawn 
through the total cost point of $4.4 mil 
lion to the fixed cost 
line at the left vertical The sales 
line is drawn through the total budget 
revenue point ($5.0 million) to the zero 
Using the 


Costs costs 


intersection of the 


S¢ ale 


point on the left scal 
dure in which the horizontal and vertical 
scales are equal, the sales line will always 
be at 45 degrees connecting Opposite cor 


proc 


ners of the graph. 

The point at which the sales and total 
cost lines intersect ts the breakeven point 
The spread to the right of this point be 
tween these two lines represents the profit 
potential, while the spread to the left re} 
resents the loss potential. 

From point of view of technique there 








Sales (200,000 units (@ $25) 
Costs: 
Direct Material 
Direct Labor 
Factory Overhead 
Administrative Expenses 
Distribution Expenses 


Totals 


Budgeted Profit 





$ 700,000 
600,000 
500,000 


$1,800,000 $2,600,000 


(Capacity production 240,000 units) 


$5,000,000 


$ 900,000 
1,000,000 
300,000 
100,000 
300,000 


4,400,000 
$ 600,000 








EXHIBIT 1 


ire two additional important variations of 
the breakeven chart. In Ex/shit 2 fixed 
costs were charted variable cost 
Another variation frequently uscd shows 
fixed costs above variablk illus 
trated in Exhibit 3. The latter method has 
the advantage of illustrating the recovery 
of fixed costs at the various volume levels 
before profits are r alized. A third plan ts 
that of showing the various fixed and vari 
for ex 


be / li 


COStS aS 


able costs in a particular sequence, 
ample, in protit and loss order for major 
classifications of the business such as man 
ufacturing, selling and administrative 
This form is illustrated in Ex/zhit 4. In all 
‘ases it will be observed that the break 
even point is in no way changed 
Determination of the breakeven point 
is well as other significant data, may be 
computed — precisely through the use of 
simple mathematical prov edures. There are 
a number of formulas that may be used for 
precise determination ; however, only two 


will be indicated 


1. Onc method based on budget totals 
utilizes the formula 

I 1X¢ d Costs 
Variable Costs 


Corre sponding Sal 


BE 


Substituting the illustrative data (Ex/ shit 


1) we have 
$1.8 million 
BE - $3 
$2.6 million 


75 million 


$5.0 million 


(or $3.75 $25 150,000 units ) 


2. Another common method ts 


based on unit Costs, Viz 


Unit Sales Price ($5.0 million 


200,000 units ) 

Unit Variable Cost ($2.6 million 
200,000 units ) 

unit sold to 


Contribution of each 


cover fixed costs and profits 


Fixed costs to be recovered of $1.8 million 
divided by unit recovery of $12 gives a 
breakeven volume of 150,000 units or 
($150,000 $25) $3.75 million 


ANNUAL OPERATING BUDGET OF XYZ COMPANY 


The simple breakeven chart as shown in 
Exhibit and 4 vividly portrays the 
basi assumptions or concepts underlying 


analysis. The principal assumptions 


I 


That th variability of 
Costs IS valid 


Phat 


fixed and variable components 


princiy le of 


costs can be resolved into their 
That fixed costs remain constant 

That variabl vary in a constant 
ratio, that 1s, strarghtline 
That selling price 
volume 


That ther 


costs 
V iriabrlity 
will not change with 


is only one product or, in 


case of multiple products, that sales 
mix remains constant 
That will be 


general price level 


there no change in the 


hat productivity per worker will re 
| 
main unchanged 

7 That there IS synchronization between 


} roduction and sales 


i brief look at these as 
that im the 
simpli ited 
to be either fixed or variable. The accuracy 
and dependability of breakeven analysts 
accuracy 


Now let us tak 
sumptions. It wall be 


illustration all costs wer 


noted 


indi 


is directly proportional to th 
variability of costs is de 
termined. It is essential that the 
be based on a very careful determination 
ted Vari 


with which the 
analysis 


of the expected fixed costs, exp 
ible costs, « xpect d selling prices ind the 
expected price level. A scientific approach 
to the problem ts indicated. This implies a 
careful study and analysis of each cost of 


group of costs to determine their vari 


ibility 
When related to volum 


costs that accrue 


as tS done in 
those 
on a time basts are said to be 
stant, while those that result directly from 
said to be 


breakeven analysis, 
fixed or con 


roductive activity are vartable 


| 
From a practical standpoint there wall be 


semivariable costs that vary with 


but not im direct proportion to it 


many 
volume 
characteristics of 


thereby possessing the 
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EXHIBIT 4 


both fixed and variable costs. These ar 
the costs that require special attention, thi 
objective being to separate the fixed and 
variable components, Generally the most 
logical basis on which to attempt such a 
separation ts an analysis of historical data, 
the results being adjusted to express ex 
pected conditions. If flexible or variabk 


EX PCNsé budgets are being used, this s« pa 
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4.5 § 
Dollars 
BREAKEVEN CHART OF XYZ COMPANY 


have been 
reliable 
analysis 


clements will 
other 
expens¢ 


of cost 


otherwis¢ 


ration 
don “ some 
methods of 
Such methods should bi 
statistical procedures 


‘method of 


m«¢ thod or 
usc d 

re liable 
the famuliar 


must be 


based On 
such as least 
squares.” 

Breakeven analysis that the 


concept of cost variability is valid, and 


assumes 
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further, that it is possible to identify the 
fixed and variable components of cost with 
reasonable accuracy. Thus the whole con- 
cept of breakeven analysis rests squarely 
upon the validity of this basic assumption. 
Many firms have demonstrated that such 
determination is not only possible, but 
that it can be done with reasonable ac 
cura y. 

Although I have strongly implied that 
detailed cost analysis is necessary for effec- 
tive results, this should be no deterrent to 
introduction of breakeven analysis. In 
many cases there may be insufficient staff 
and time initially to undertake such de- 
tailed statistical analyses. In addition, the 
procedures must be sold to management, 
which frequently can be done only by pro- 
viding results first. A number of control- 
lers report their practical approach to the 
problem. 

By plotting data for several pe riods 
(preferably months) or through a simpli 
fied approximation of over-all cost varia 
bility, over-all breakeven charts are pre- 
pared with relatively little effort. 

These charts are kept before top man 
agement (not forced on them), actual re- 
sults being plotted thereon to test the 
accuracy of the analysis. By constant ad 
justment and improvement it will be sur 
prising how quickly a relatively accurate 
analysis can be made. This practical simpli 
fied approach should be considered care 
fully by every progressive controller, for it 
will certainly lead to the development of 
detailed procedures of considerable valuc 
to top management 

Phe assumptions that fixed costs remain 
constant at all volume levels and that vari 
able costs are predictable on a straight-line 
basis, quite obviously, are not literally 
true. A casual glance at the breakeven 
chart will give this impression: however 
the practical analyst will readily realizc 
that such is not the case. What the analysis 
purports to show is what fixed costs should 
be and how variable costs should 
within the relevant volume range related 
to existing managerial policies. 

Within this relevant volume range op 
erational conditions and managerial poli 
cies can be assumed to be relatively stable 
and consistent, hence predictable on a 
straight-line basis. Outside this range dif 
ferent operational conditions and man 


act 


agerial policies, of necessity, will prevail, 
resulting in a completely new pattern of 
cost variability, hence new cost-volum« 
profit relationships. To apply the analysis 
outside the relevant range without adjust 
ment for a different set of conditions ts 
poor judgment and will surely lead to er 
roncous conclusions. The analysis purports 
to show what would happen at the various 


and 


volume levels asismming conditions 
policies remain as they are 

This distinction is significant, for man 
know what the effect 
present policies would be in order to know 


when they should be changed, how they 


agement must of 





should be changed, and what would be the 
probable effect. Not one, but a series of 
breakeven analyses under varying assum] 
tions as to operational conditions and poll 
ies will constitute a valuable guide for 
managerial decisions 

The breakeven chart assumes a constant 
unit sales price; hence the 
straight. This simplifying assumption is 
First, it is de 


revenue line ts 
necessary for two reasons 
sirable to show the etfe t of the expected 
selling price The effect of other contem 
plated selling prices can ke shown readily 
by additional sales lines. Secondly, since 
the sales line expresses the effect of vol 
ume and sales price, any attempt to show 
the relationship between changing physi 
cal volume and changing sales price in 
volves the theory of price determination 
and its practical results. 

It may ke noted that should someone 
(for example the economist or sales ex 
cutive) hazard a guess as to the net effect 
of a price increase or decrease on total 
sales revenue, the breakeven analyst would 
have no difficulty in including the estimate 
in his analysis. There is no reason why the 
sales line cannot be expressed as a curve, 
or broken line, providing someone can de 
termine what the line should be 

The analysis may cover one product or 
nultiple products. If only one product or 
very similar products are involved, one of 
the most troublesome problems is avoided, 
that of sales mix. The determination of 


line and related costs 


the sales revenue 
should assume a certain normal sales mix 

Some controllers use this problem to 
advantage by preparing several breakeven 
inalyses each based on a different assumed 
sales mix, thus indicating to management 
the dramatic effect on the profit and loss 
picture (and the breakeven point ) of 
pushing or failing to push the more profit 
ible lines 

Another result of this problem 1s the 
preparation ot very effective and illumi 
nating breakeven analyses by products in 
iddition to the over-all analysis 

The analysis does assume a stable pric 
level. The assumption, of course, generally 
is not 100% valid; however, for periods 
yf one year or less (and breakeven charts 
must be kept current) the change 1s gen 
rally negligible. Should there be a radical 
price level change, the entire chart or 
inalysis should be revised to take into a 
ount the new price level effect on costs 
sales, and | rofits 

The last two assumptions of produc 
tivity and inventory change are frequently 
of little consequence within any one pr 
riod However. should produ tivity 
hange appreciably, the existing 1 lation 
cost ind revenu will 


ships between 


hange a new analysis 1s indicated 


case of a lack of 


‘ 


tion 


synchronization be 


ind sale S itis HIT) } ortan 


that idjustment be made for the incs 


1) produc 


yr decrease in inventory. In this conn 


tion it 1s that variable factory 


mmportant 




















EXHIBIT 5 


rclated to production whereas 


variable 


costs be 
selling and 
should be related to sales activity 

The s¢ 
criticisms 
analysis. True, 
defend in every instance 


administrative osts 
basis for 
bre ikeven 
hard to 


howe ver, 


assumptions are thi 
levelled at 


them ar 


most 
some of 
non 
1S beyond the realm of reasonable possi 
bility. Whether or not they will be vali 
dated in a particular situation will depend 
upon the 


to a large degree, persistence 


perspective, analytical ability, and practical 


judgement of the analyst 


MANAGERIAL USES 


Assuming the analysis ¢ in be m 
valid basis, the next important onsi 
whether or not the p 
and a} } lications 


Bre ike. 


sis has many applications in th 


t10On 1S 
agerial uses 
effort and cost involved 


strategic Managerial planning. In 
it has wide appli ition in the area 
Successful) mat 
that 


margins can | 


ive rial control 


must have the conviction 
ind profit 
reasonable accuracy, and 
ittained. for to belies 

to admit that they | 

ction 

r the long run m 

ust | t things happen 
ertain wheth 


Rather n 


iod fo a 


} ront 


THE CONTROLLER 


BREAKEVEN CHART 


must plan protits 7 advance, devising 
ways of determining what profits should 
be, then plan, organize, coordinate and 
control during the period to assure that 
planned results will be approximately at 
management, in fact, does 


tained. Every 


such planning and controlling; however 


some use the ““guess-method,”’ while other 


more executives utilize more 
scientific and dependable tec hniques. The 
choice of methods rests directly upon eac h 
first method 


may get by in times of easy profits, but 


propre SSIVE 


individual management: the 


not with normal competition in a nonwar 
inflated economy 

Historical accounting reports are grossly 
inadequate for the planning ind control 
needs of modern progressive Management 
Accountants in general have been so en 
grossed in the historical aspect of account 
ing, making uy precise statements of com 


parison between years, etc.. that they have 


: glected the real 
that of providing data which 
look 
make de sions 
they 


made, re 


purpose of industrial 
iccounting 
hely 
plan to 


Historical 


hie ~ 


management to forward, to 
ontrol ind to 
figures are important 
mustak 
What management 
these are not omp! 


gement who 


lain pr fit 
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il with future 

not with history. He must 

the future probably hold what 
result of this dec 

ion. He needs 


hnique s that indicate the e 


as a prophet 
divine what 
will be 
the probabic 1On 
Oppo. {to that dec tool 
and te 


J ; 
Chavacth firm with res] 


vistics Of the | 


the future 
tool A 

characteristy 
mental 


breakeven analysis 1s 
knowledge of the « 
of the such funda 
impor.ance to effective mana 


onomi 
firm 1s of 
ment, that executives must of necessity 
The 
the controller to | rovide management with 
the $C pendabl ind 
understandable reports that en 
able knowlede 
of there characteristics to assess proy erly 
as well 


know them re ponsibility rests with 
eristics in de 
reports 
through a 


hara 


manapement 


+ 


the hazards as the potentials ot 
the firm 

What are of these economic chit 
? To be S| refer to Ex/ibit 


5 on which only a few of the pos ib] 


some 
acteristi cit 


characteristics are indicated, viz 


1. The fixed costs, variable costs and 
total costs at varying volum« 

2. The profit and loss potential befor 

ifter taxcs, at varying 


and mNcome 


volun es 
Th 


ship of budget or actual to break 


margin of safety-——-the relation 
even 

The breakeven point 

The preferred dividend or danger 
point--the point below which pre 


ferred dividends at not earned 


certainly a danger point as far as 
management ts concerned 


The dead 


management earns th 


point the point wher 


rome rat 


on the investment. It 1s only when 
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Le ee I 4. 5. 
Volume in Million Dollars 
Computations 


BE before Increase $3.75 Million 
After 10% Increase in Fixed Costs 


_$1:98_ 
$26 
$5.0 


BE $4.125 Million 


EXHIBIT 6 BREAKEVEN CHART 


Showing Effect of 10% Increase in Fixed Costs 


THE CONTROLLER....... 


business does better than the going 
rate that we can Say that there 1s real 

a measure of managerial 
cilort 


‘Thi 


| oint 


common dividend or unhealthy 
the point below which man 
agement does not carn a reasonable 
return on preferred and common 


stock 


It may be observed that all thes points 
is well as others can be computed readily 
with mathematical precision. 

We talk about the importance of in 
such an 


creasing volume, assuming that 


increase Means more profits; this is true 
only to the extent that variable and fixed 
costs art kept within control. The break 
even chart will readily indicate the over-all 
expense limitations necessary to produce 
greater profits, This is especially important 
since costs have a way of increasing with 
volume, frequently, to more than offset the 
volume effect. As a result many executives 
have increased volum« expecting greater 
profits, only to find that profits are in fact 
less 

The effect of changing factors can be 
indicated readily through a knowledge 
of the economic characteristics of the firm 
For ¢ xample observe Exhibit 6 on which 
the effect of a 10% in fixed costs 
only (from $1.8 million to $1.98 million) 
is shown. The precise effect of the chang 
on the breakeven point is computed di 
rectly below the chart. In a similar manner 
the effect of a 10% increase in variable 
costs 1s shown in Exhibit 7 and computed 
directly similar manner the 
effect of changes in sales price, sales mix, 


mMcrceas¢ 


he low In a 


or any combination of the factors can be 


omputed readily and shown graphically 
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Volume in Million Dollars 





Computations: 


BE before Increase $3.75 Million 
After 10% Increase in Variable Costs 


$18 


$2.86 
$5.0 


BE $4.2 plus Million 


1 


EXHIBIT 7 BREAKEVEN CHART 


Showing Effect of 10% Increase in Variable Costs 


es 





Breakeven analysis has wide application 
for testing propose d action and for alter 
native or decision cost considerations. For 
example, the technique lends itself to 
ly determination of the effect on the 
profit potential of replacing old machinery 
with new machinery resulting in a shift 
of fixed and/or variable costs. 

Over-all breakeven analysis in firms 
where there are multiple plants, multiple 
products, or multiple sales territories can 
be quite worth while. However, in such 
cases it 1s generally advisable to prepare 


reac 


charts by plant, product, or sales division 
Such charts can be prepared so that direct 
costs are shown separately from indirect 
or allocated costs, thus providing in effect 
a dual set of breakeven points and other 
significant data.! Management should 
know the profit margins on each product 
in varying quantities, the effect of sales 
price chanees on each product, the effect 
of increased fixed and/or variable costs 
and the effect of changing mix 
Knowledge of these facts i advance 
enables management to lay down policies 
so as to direct the firm in more profitable 


sales 


operations with assurance rather than by 
guess. 

Such information and analyses as those 
just indicated can be of utmost value to 
top management in accomplishing the all 
important planning function, a function 
which by its very nature necessarily must 
I e accom lt he d be fore 
possibly can be available 

Breakeven analysis can, in 
he a ve ry ¢ ffective Managerial control tool 
and 
The possibility of declining prices and in 


historical costs 


many cases 


over cxpenses, revenue, operations 


competition will certainly neces 
management 


creased 
sitete adjustments in som« 
policies and habits acquired during a 
reriod of rising prices and easy profits 
This implies the need for an adequate and 
effective cost control program. 

From a cost control point of view 
breakeven analysis has at least two distinct 
those firms wher« 


posstbilities. First, in 


detailed expense control budgets are not 
feasibl at the time, break 


even analysis provides an effective indica 


or practs abl 


tion of what total costs should be if satis 
to be attained, thus 
constituting in effect an over-all flexibl 
budgct for the firm or departments 
thereof. Secondly, in many cases breakeven 
analysis will provide the necessary intro 
duction, indoctrination, and awareness of 
the cost control problem. The analysis 
provides an excellent device for explain 
ing the meaning of fixed and variable costs 
and the importance of controlling them 
This not infrequently leads to the develop 
ment of a comprehensive budgetary cost 
control program, 

Another control possibility lies in the 


factory results ar 


(Continued on page 482) 


"See R. J. Barber, “When Does Part of a 
Business Break Even?", NACA Bulletin, May 
1951 
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George W. Schwarz 


Is Elected President 


of Controllers Institute 


EORGE W. SCHWARZ, vice president 
G and treasurer of Wyando te Chemicals 
Corporation, Wyandotte, Michigan, and 
its subsidiaries, Ford Collieries Company 
and Wyandotte Transportation Company, 
was unanimously elected president of 
Controllers Institute of America for 1953 
1954, on September 28 during the 22nd 
Annual National Mecting of the Institute 
at the Hotel Statler in Boston. 

Mr. Schwarz, a national director (1948 
1951) and a national vice president 
(1951), became a member of Controllers 
Institute in 1938, holding certificate 
#1268. He served as pre sident of the De 
troit Control (1942-1943) and VIC 
chairman of the 1952 Annual Mecting 

He was president (1946-1947) of the 
Detroit Chapter of the National Associa 
tion of Cost Accountants, a member of its 
national board of directors (1949-1951) 


as 


OFFICERS OF CONTROLLERS INSTITUTE - 


Pre 
Chemicals ¢ 


ident 
Ww 


George Schwarz, Wyandotte 


Board of 
ial Credit Cor 


Chairman, 


Edmund L. Grimes, Commer« 


Treasure? 


Louis W. Jaeger, Avon Products, Inc., New Yor} 


desistant Treasurer 


Stuart W. McLaughlin, West Virginia Pulp & Paper ¢ 


Secretary 
New York, N. ¥ 


Paul Haase, One East 42nd Street, 


NATIONAL HEADQUARTERS STAFF 


Managing Director 
Paul Haase, One East 42nd Street, New York, N. ¥ 
Committees Secretary 


East 42nd Street, New York 


Arthur H, Wiedeman, Ore 


Manager 
New York 


Office 


Norman W. Lothian, One East 42nd Street, 


and national vice president (1952-1953). 

He is a CPA (Mich.) and a member of 
the Michigan Association of Certified 
Public Accountants, American Institute of 
Accountants and the American Manage- 
ment Association, - 

Mr. Schwarz joined the staff of Ernst & 
Ernst in Detroit in 1925 and his associa- 
tion with the predecessor companies of 
Wyandotte Chemicals Corporation com 
menced in 1938 as controller. Advance 
ment to the position of vice pre sident-con 
troller occurred in 1948 and, in 1952, to 
his duties of vice president and treasurer. 

Mr. Schwarz is a member of the Detroit 
Athletic Club, Wyandotte Yacht Club, 
and Lakelands Golf and Country Club, of 
which he is currently serving as president. 

In his acceptance address at the meeting, 
Mr. Schwarz stated that “the controller ts 
recognized as an important part of the 


1953-1954 


(Reg 


Wyandotte, Mich 


Charles 7 
Vineent C 


Meyer 


Ross, Prentice 


D. H. Dalbeck, Reed-Prer 
Joseph T. Foerth, The Ba 
Ernest J. Meuten, Pratt 

Co., West Hartford, ¢ 


F. G. Hawthorne, Westor 
J. McCall Hughe 
C.J. Kushell, Ji 
Wayne C. Marks, General 
Harold H. Seaff, Ebas« 


Dawes 


Yardley, P 


Irving D 
Charles H 


enn 


N. ¥ 


CLR 
Haroid A 
y Stanley E 


Fasc 
Ham 


Ketchum, 
Le 


srocq 


BOARD OF DIRECTORS - 


ional vice 


First National Ban 


Mutual of New Yerk, 
, The Por 


o Services, 


Virginia-Carolina Chemical Cory 


management group in American business 
and the tempo of the times calls for his 
specialized know-how. We are entering an 
era where his respensibilities will doubt- 
less expand. As controllers, we also have a 
special function which gleams brightly in 
this context. All over the world, on both 
sides of the Iron Curtain, North American 
prosperity is regarded as the key to global 
affairs. Our ability to prevent depression is 
the acid test by which the worth of private 
enterprise 1s judged. It is our business, as 
corporate financial executives, to help keep 
our economy sound. What we as individ 
uals do in the daily performance of our 
rounds will have a significant effect on the 
future of our country 


1953-1954 


presidents shown in italics) 


Directors at iarge 
of Chicago, Chicago, U1 
York, N.Y 


Hall, Ine., New 


REGION I 
Corp., Worcester, Ma 
Bridyeport, Conn 
indier-Evans Division, 


tice 
sick Company 


& Whitney-Ch 
onn 


Niles-Bement- Pond 


REGION II 
Electrical Instrument Corp., 
New Yor N 
tof New York Authority, New York, N. } 
Foods Corpora ton, New York, N.Y 
Inc., New York, N. Y. 


Newark, N. J 
Y 


REGION III 
Richmond, Va 
, Philadelphia, 


Mutual Life Insurance C« Pa 


REGION IV 


Fay, Pittsburgh Plate Glass Company, Pittsburgh, Pa 


N. ¥ 


© Industries, Ine., Rochester, 
iilton, Ontario, Canada 
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Edmund L. Grimes 
Named 


Board Chairman 


DMUND L. GRIMES, executive vice presi- 
r dent and controller, as well as director 
of Commercial Credit Company, Balti 
more, Maryland, and president of Control- 
lers Institute for the past year, was elected 
chairman of the national Board of Direc- 
tors of the Institute for the 1953-1954 
term at the 22nd Annual National Meet- 
ing on September 28 in Boston. 

Mr. Grimes, who rendered distin 
guished service to the Institute as chair 
man of the National Committee on State 
and Local Taxation, in 1949-1950, and as 
vice chairman of the Federal Tax Commit 
tee, 1950-1952, joined the Institute in 
1945 and holds membership certificate 
#3461. He addressed the Southern Con 
ference of the Institute in New Orleans in 
March 1951 on “Recent Tax Develop- 
ments 

Mr. Grimes joined Commercial Credit 


REGION V 


Chatt 


( ompany in 1944 as controller, was named 


vice president in 1948, executive vice 


president in January 1951, and appointed 
a director in July. Prior to joining Com 
mercial Credit he served as a partner in 
the public accounting firm of Hall, Penny, 
Jackson & Co., Chicago; was affiliated for 
a time with the investment banking firm 
of S. W. Strauss, also in Chicago; and 
from 1935-1944 he was general attorney 
for Carnation Company, Milwaukee, Wis 
consin 

A native of Pittsburgh, Mr. Grimes at 
tended the Northwestern University 
School of Commerce at Evanston, Illinois, 
and the Chicago Kent College of Law. Hi 
holds a CPA certificate in both Wisconsin 
and Illinois. He is a director of the Balti 
more National Bank and active in the 
American Bar Association, the American 
Institute of Accountants, and the Mary 


land Society of Certified Public Account 
ants. He served as a trustee (ex off 10) of 
Controllership Foundation, 1952-53 

Mr. Grimes, in his speech as retiring 
president of the Institute, touched on the 
changes in the National Headquarters 
staff during the past year and reviewed the 
work of the National Committees “reflect 
ing the time and self-sacrifices of the Com 
mittee members toward the development 
of a more perfect and influential organiza 
tion. In retrospect, the year has been quite 
eventful and each of us who has been 
privileged to bea part of these events feels 
not only honored but favored by the tn 
creased knowledge and associations with 


others that have been the result 


C. Z. MEYER BECOMES INSTITUTE DIRECTOR AT LARGE 


Ire Atlanta, 


REGION VI 

Electric Aut te ¢ pany. 7 

> Heidgen, American Seating Company. Gra 
lvin Kropf, R. L. Polk & Company, Detroit, Mich 


REGION VII 
seph C. Huehn, National Bearing Division, Amer 
Me 
Ralph ©. Linville, Kansas City Power & Lignt Ce 
R. W. Sandburg, The Andrew Jergens Company, ¢ 


REGION VIII 
Richard 11. Doe, United Properties, Incorporated, St. Paul, Minn 
Lester M. La Porte, Wisconsin Electric Power Company, Milwaukee, Wi 
Einar B. Oyaas, Curt mpanie lic., Clinton, I 
James L. Peirce, A. B. Dick mpany, Chicago, Ill 


REGION Ix 
Dee Davis, The California Company, New Orleans 
1D. Hardor. Sou } tern Lied ance Comp 
Ronald L. MeVey, Tennessee Gas Transmission ( 


REGION X 


Dudley E. Browne, Lockheed Aircraft Corporation, Burbank 
Alexander Campbell, Western Canada Breweries Limited 
Charles H. Gordon, Seattle-First National Bank, Seattle 


Wilson K. Minor, Standard Oil Company of California, San 


CHARLES Z. MEYER, vice president 
and comptroller, the First National 
Bank of Chicago, was made a direc- 
tor at large at the 22nd Annual Na 
tional Meeting on September 28 in 
Boston, following his term as chair- 
man of the Board of Directors, 1952- 
1953. Mr. Meyer served as national 
president of Controllers Institute, 
1951-1952, and as a member of the 
Management Planning and Control 
Committee for two years. He joined the Institute in 1938, holding 
membership certificate #1282, He served as general chairman of 
the 19th Annual Meeting held in Chicago in September 1950. 
During 1949-1950 he was president of the Chicago Control. He 
served as president of the Chicago Chapter of the National As 
sociation of Bank Auditors and Comptrollers, 1936-1937, and as 
national president, 1940-1941. He has been active on commit 
tees of the American Bankers Asscciation and the Illinois 
Bankers Association, as well as the ABA Federal Tax Committee 
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Newly Elected Officers and Trustees 


CONTROLLERSHIP 
FOUNDATION 


OFFICERS 


President 


Day & Zimmermann, Ine 
Philadelphia, Pa 


York 
New York, N. Y 
Company 
Cleveland, Ohir 


ae | New York, N. ¥ 
vcreta P iistrative Director 


g ‘ ! second Street 
J. McCALL HUGHES ALLEN LESTER FOWLER THOMAS J. TOBIN New York. N. ¥ 
Vice President President Vice Pres:dent , ; 
i Jirector 
Rappoport ol ling 1 East Forty-second Street 
Allen Lester Fowler was elected president New York, N.Y 


of Controllership Foundation for 1953-1954 


at a meeting of the trustees held in Boston 


TRUSTEES 


. 4 iviand 5 ‘ Slaw-Knox Conmipany 
at the time of the 22nd Annual Meeting of E> Pittsburgh. Pa 
Controllers Institute. The new Foundation ' i rT meo Press, Ine 
: Chicago, Il 

lifornia Paeking Cory 
ber of its research executive committee 5 ; San Francisco ilif 


sresident has been a trustee and a mem 
t 


b apl ie Baltimore Salesbook ¢ 
the Saltimore, Md 
Institute since 1936. He was a vice president > ; ; fussell ries ‘aul & Tacoma Lumber Co 
Pacoma, Wash 
: ‘ or Mutual Life Assurance Cc 
served as a national director in 1949-1950 Worcester, Ma 
est ale tay & Zimmermann, Ine 
J. HOWARD WHITE ] 953- 1 954 F. E. WENTWORTH Philadelphia, Pa 


Controller 


since 1952 and has been active in 


of the laiter organization in 1951-52 and 


Treasurer er B, Gerouls Spalding & Bros. Ine 
Chicopec, Mas 
rerelal Credit) Companys 
Baltimore, Md 


Memphis, Tens 
ow York 
New York, N.Y 
Ontpany 
San Francisco, Ca 
Pextile ¢ Ltd 
Montreal, Quebec, Canada 
idustries, [ne 
Rochester, N.Y 
orporation 
Harrison, \. J 
mpan 
Detroit, Mich 
togers, Slade & Hill 
New York, N. ¥ 
WM. HERBERT CARR S. CHAPLIN DAVIS JOHN H. MACDONALD ‘ . ieneral Foods Corporation 
New York, N. ¥ 
National Bank of Chicago 
Pach B Chicago 
t Oil & Refining Company 
Louston, Texa 
Cork Company 
Lancaster, Pa 


Trustee Trustee Trustee 


Hall, Une 
New York, N. ¥ 
indotte Chemicals Cory 
Wyandotte, Mich 


& Gamble Company 
Cincinnati, Ohi 

States Rubber Compar 
New York, \. ¥ 


Railroad Company 
Cleveland, Ohi 


rnational Business Machines Cory 
New Y 


Cc. Z. MEYER VINCENT C ARTHUR SURKAMP 


Trustee Trustee Trustee 
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37 clerks were 
3/2 years 
behind schedule 


until Recordak Microfilming 
took over 


The job of the “hand enrollers” in New Je rsey’s 
Chancery Division of the Supertor Gourt was to 
list just the complaints filed with the Court and 
the Court’s decisions. 

But you know how fast paper work builds up 

. thirty-seven clerks... three and a half 
years behind court action was the result. 

Then, thre employees operating Recordak 
Mi ro-l ile machines took Over free ny the rest 
of the personnel for work in understatled de- 
partinents. In just one year and eight months 
this three-man crew brought the Court records 
up lo dat vave the Court LOO% accurate and 
complete records which could be filed in 20% 
of the space pre VIOUSsTS required ; and referred 


to immediately in Recordak Film Readers. 


65 different types of business 


..« thousands of concerns now using Recordak Microfilming 
to eliminate costly manual transcription in daily record 
keeping routines: to prote { Important re¢ ords: to save up 
to 99% in filing space; to photograph documents in- 


stantancously ... fora fraction of a cent apuce, 


Your business? 


Regardless of its type or size you should investigate Recordak 


microfilming soon. For the chances are this truly remark- 


able photographic Proce SS 1S already sunplify ins routines 
wlite hare simular to yours... de ing a more efficu nt }¢ h ala 
fraction of your present costs. 

Learn in detail about the process... and the line of 
Recordak Microfilmers available for purchase or rental. 
Write to Recordak Corporation (Subsidiary of Eastman 
Kodak Company), 144 Madison Ave - Ne W York nhs N.Y. 


** Rec rdak” wa trade mark SRECORDRK 
SMS 


1928 (Subsidiary of Eastman Kodak Company) 
originator of modern microfilming — 
and its application to accounting routines 





Standard Product Investment 


J. E. Zwisler 


HERE ARE many business organizations 
having a i.cems within a 
product line that rate the profitability of 


number of 


these items in terms of a percentage of 
selling price, dollar margin per unit or 
dollar margin per processing hour. None 
of these methods of 
however, provides an adequate measure of 
the profitability of a particular product 
Return on is the only 
gauge for rating profit whether it pertains 
a product lin 


( X pre SSN margin 


investment alone 
to the business as a whol 
ora specifi product 

The computation of product investment 
iS pone rally the road block preve nting cat 
rying return on investment to specifi 
products and there is no que stion but that 
its compilation can be made a backbreaker 
ina broad product line organization ifr 
finement is carricd to the nth degree. If 
the cancer of perfectionism is allowed to 
flourish, it will consume the return if not 
the investment itself. On the other hand if 
the use of standards and the budgeting ay 
proach are employed and less than 99.9( 
refinement is considered satisfactory, the 
task may not be so difficult as it seems 

If there is little or 
monthly cash, receivabl 


no fluctuation in 
and inventory 
balances, there is no problem as to the s 
lection of a base date. If, however, it is 
customary to experience seasonal peaks in 
inventory and receivables, it is desirable to 


sclect the end of the natural business year 


TABLE | 


DATA A 

$9.00 
6.70 
6.50 
10% 


1. Selling Price 
2. To‘al Cost Excluding Deprec:ation 
Total Manufacturing Cost 
Cash Requiremen:!—% of Cash Costs 
Receivables % of Sales 10% 
Materials % of Year 16.67% 
Ma’erial Cost 2.50 
Work in Process Inventory 
% of Year Required at 85% to 
adjust to percent to be applied 
to total cost 
9. Finished Goods Inventory 
% of year required 
10. Fixed Plant Investment 
11. Annual Units 


10.5% 


12.5% 
$350,000 
100,000 


INVESTMENT PER UNIT 

2 $ .67 
Receivables—5 > 1 .90 
Materials Inventory—6 ~ 7 42 
Work in Process Inventory—8 

Finished Goods Inventory—9 


Cash—4 


Working Capital 
Fixed Plant—10 im 


12. Total Investment 


as the base date for the determination of 
standard product investment. At this time 
receivables and inventories will be at the 
lowest point and gross investment will 
not likely be inflated by funds supplied 


JOSEPH E. ZWISLER is vice president, controller and a 
member of the Board of Directors of the Phoenix Hosiery 
Company, Milwaukee, Wisconsin. After five years in pub- 
lic accounting following his graduation from University 
of Illinois, he joined Phoenix in 1938 as chief account- 
ant and has successively held the positions of assistant 
controller, controller (1943) and vice president and con- 
troller (1952). Mr. Zwisler, a CPA (Ill. and Wis.), is a mem- 


ber of Controllers 


Institute of America and is serving 


as second vice president of the Milwaukee Control, 1953-54 
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A tool for profit and financial planning 


COMPARATIVE INVESTMENT 


PRODUCT 


Cc 
$9.00 
6.71 
6.5) 
10% 
10% 
25.00% 
2.51 


5.25% 15.7% 10.5% 
12.5% 
$350,000 
90,000 


18.8% 
$350,000 
100,000 


6.25% 
$350,000 
100,000 


$ .67 $ .67 $ 67 
90 90 90 
21 63 34 
34 1.02 68 
4) 1,22 81 


2.53 4.44 3.40 
3.50 3.50 3.89 


6.03 7.94 7.29 


as temporary capital through short-term 
loans. 

In using the budgeting approach to es 
tablish standard product investment, post 
mortems are ruled out except for experi 
ence implications. There is no attempt 
made to penalize a particular product for 
errors in forecasting sales or in planning 
production. It is suggested that: 


1. The standard for cash should be set 
as the ratio of the desired base-date 
over-all operating balance to the an 
nual over-all operating —disburs« 

ments 

The standard for receivables should 

be established as the normal ratio of 

base-date receivables to annual sales 

Inventory standards should be deter 

mined through a combination of in 

ventory policy with re spect to gen 
eral levels as of the date and 
the conditions imposed by the re 
quirements of the various products 


bas« 





1. Fixed plant investment should be 
departmentalized and the amount 
of investment per processing hour 
should be determined on a normal 
capac ity basis 


Because of variations in conditions and 
the relative importance of the foregoing 
within individual organizations it is dith 
ult to generalize on the best approach to 
1 given situation, and modification of the 
suggested procedure may well ke in order 

The method outlined to compile prod 
ict investment is illustrated in Table 1 
Fixed plant has been simplified and ap 
plied on a unit basis for ease in presenta 
tion. All of the produc ts are assumed to ke 
capable of being manufactured on the sam« 
-quipment in all processes and subject to 
selection and inclusion in next year’s ling 
but the total production of any or all items 
selected will be limited to the annual capac 
ity of 72,000 machine hours. Items A, D 
ind E are assumed to have the same in 
ventory requirements while B and C as 
sume variations. Items D and E assume 
variations in the number of units which 
an be manufactured on the equipment be 
ause of product design. Variations in 
selling prices are not illustrated 

Table I, except for investment data, 
ontains information found in any cost 


TABLE II 


A 


Annual Machine Hour Capacity 72,000 


Annual Unit Capacity 100,000 


Selling Price $9.00 


Manufacturing Cost 
Material 
Labor 
Variable Overhead 


Variable Mfg. Cost 
Fixed Overhead 


Total 
Gross Margin 


% Gross Margin 


Selling & Administration Expenses 
Variable with Selling Price 
Variable with Units 
Fixed Expense 


Total 
Pretax Margin 
% Pretax Margin 


Investment Turnover 


Unit Selling Price 1.28940 


Investment 


25.78809 


Pretax Return on Investment 


department and for the most part does not 
represent additional work required in 
computing return On standard investment 

Table Ill gives substance to the data 
set forth in Tables I and II and ts not a 
necessary adjunct to the return on stand 
ard investment calculations. The incon 
sistencies between the per unit calcula 
tions in Tables 1 and I] and the extensions 
in Table II] are accounted for by fractions 

In the example illustrated there are five 
items cach yielding approximately th 
same percentage Margin on sales and dol 
lar margin per unit. Under either gauge 
any of the items s« lected would be satis 
factory from a margin standpoint, and yet 
there are significant differences in_ the 
profitability of the items. In comparing 
products A and B, it is apparent that B 
yields 4.23% greater pretax return and 
frees $95.000 of working cay ital to oper 
ate other equipment or to puchase new 
equipment, permitting the full measure of 
return made possible by the greater profit 
ability of item B 

As a by product of the computation of 
return on investment, the standard invest 
ment data compiled provide a quick 
gauge for determining working Cay ital r¢ 
With the investment data 


quirements 
available it is also possible to give weight 


COMPARATIVE RETURN ON INVESTMENT 


PRODUCT 


B Cc D E 
72,000 72,000 72,000 72,000 


100,000 100,000 90,000 110,000 


$9.00 $9.00 $9.00 $9.00 


2.49 2.51 
2.25 2.25 
79 79 
5.53 5.55 
96 96 


6.49 
2.51 


27.9 


1.49254 1.13350 1.23457 1.34128 


30.0001 22.5567 24.3210° 27.2280 
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Is depreciation 


“an ybod ly’s guess?” 


@ Depreciation is an 
importance and measur- 
able element in deter- 
mining costs, profits, 
and taxes. Through 
property analyses and 
remaining life studies, 
the: factor of variance 
in measuring deprecia- 
tion may be reduced 
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on the days you want 


them 


1244567 8 
“0) 910 11:12 13.1415 
7 16 17 18 19.20 21 22 
"0025 26.27 2829 


by using 


our statistical department. 


No more worry, Ove rtime of work 
ing with old figures when your tab 


ulating work is turned over to us 


Your work will be done by exper 
enced personnel on our modern 
punched card machines. It wall be 


done to your SPecsile ations and on 


time 


Why not tele | hone or write now for 
an estimate based on your require 


, 


ments 


RECORDING & STATISTICAL 
CORPORATION 


CHICAGO - BOSTON: DETROIT - MONTREAL -TORONTO 
100 Sixth Avenue, New York 13, N.Y 


WoOrth 6-2700 


to the working capital requirements of the 


' { 


roducts as the are evaluated and _ s¢ 
| y 


1 for inclusion in the line, in contrast 
reflecting their effect on working cap! 
quireme nts after the items have bcen 
proved for production and sale. In addi 
the availability of standard product 
woiking capital data facilitates measuring 
the yicld on working capital in various sit 
itions. Since working cay ital 1s virtually 
fluid capital available for unrestricted in 
vestment it is quite likely that a standard 
minimum re.urn on its investment has 
been established. If, for cxam| le, there is 


icity av uilable, there might be a pro 


( i} 
posal to sell additional volume of item X 
toward overhead 


off price to contribute 


under the following conditions: 


Selling price per unit $7.00 
QOut-ol por ket cost 5.95 
Margin on out-of por ket cost 1.05 
(> Margin 1S% 
Working capital investment 1.00 
Working capital turnover Rig do 


TABLE Ill 


A 
100 000 


Sales Units 


Sales $900,000 
Manufacturing Cost 
Material 
Labor 
Variable Overhead 


250,000 
225,000 
79,000 
554,000 
96,000 


Variable Mfg. Cost 
Fixed Overhead 


Total 650,000 


Gross Margin 250,000 
Selling & Administration Expense 

27,000 
15,000 
28,000 


Variable w:th Sales Dollars 
Variable with Units 
Fixed Expense 


Total 70,000 


Pre‘ax Profit 180,000 


Out-of poe ket return on 
working capital 
Minimum return required 


26.25% 
30.00% 


Since item X does not measure up te 


the minimum return requirement, it 4s 


likely the proposal for its sale would be 
rejected. Facing a decision to make or buy 
on pure out of pocket cost information 
and margins, without regard to return o1 
working capital, might lead to an errone 
a lower margin on a pur 
chased item may be offset by its working 
Caf ital turnover factor. 


The compilation of standard investment 


ous conclusion 


data for specific products offers a som« 
what simplified method of measuring re 
turn on product investment to an organi 
zation having a line composed of a num 
ber of items with variations in inven.ory 
turnover, time and _ selling 
prices. The use of investment standards 
has the advantage of an objective approach 
with a minimum of detail. It further pro 
vides an effective tool for use in profit and 
financial planning. 


proc ssing 


OPERATING STATEMENT 


PRODUCT 


B Cc D E 
100,000 100 000 90,000 110,000 


$990,000 


$900,000 


$900,000 $810,000 


314,600 
217 800 
86,900 
619,300 
96,000 


584,700 715,300 


225,300 274,700 


184,500 
233,100 
71,100 
555,000 488,700 
96,000 96,000 


249,000 
225,000 
79,000 


251,000 
225,CO00 

79,000 
553,000 

96,000 
649,000 651,000 
251,000 249,000 
29,700 
16,500 
28,000 


27,000 
15,000 
28,000 


27,000 
15,000 
28,000 


24,300 
13,500 
28,000 


65,800 74,200 


179,000 159,500 200,500 


70,000 70,000 


181,000 


INVESTMENT STATEMENT 


Cash 67,000 
90,000 
42,000 
68,000 


Receivables 

Materials Inventory 

Work in Process Inventory 
Finished Goods Inventory 


Working Capital 
Fixed Plant 


Total Investment 


67,000 
90,000 
21,000 
34,000 
41,000 
253,00C 
350,000 


603,000 


67,000 
90,000 
63,000 
102,000 
122,000 


60,300 
81,000 
30,400 
61,200 
72,900 


73,700 
99 000 
51,700 
74 800 
89,100 





444,000 
350,000 


306,000 
350,000 


388,300 
3£0,000 





794,000 656 000 738 300 


PRETAX RETURN 


180,000 


Pretax Return on Investment 


25.79 


% Return 


181,069 179,000 159.500 200,500 


30.02 22.54 24.31 27.16 
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Experts Will Analyze 
Executive Pay Plans 


Incentive pay plans and employment 
igrccments will be analyzed by V. Henry 
Rothschild Il, former vice chairman and 
general counsel of the Salary Stabilization 
Board, tax authority je Lasser, and at 
torney Denis B. Maduro, in a six-meeting 
series announced by the Practising Law 
Institute, starting Thursday evening, No 
vember >, ai the United States Court 
House, Foley Square, New York 

Mr. Rothschild will explore profit-shar 
ng and stock bonus plans, deferred com 





pensation contracts, insurance and annut 
tics provisions, stock options and. stock 
purchase plans 

Mr. Maduro will consider advantag 
ind pitfalls of qualified pensions and d 
ferred profit-sharing, savings and thrift 
plans 

Mr. Lasser will conclude the sertes witl 
inalysis of corporations’ internal opera 
tions to determine the best method of 





t 


ompensating their executives, employers 





xpense deductions, employes’ claims on 


individual tax returns and current Treas 
iry attitudes. In scrutinizing the practical 
| robl ms, he will also discuss coope ration 


between the accountant and counsel in ex 


cutive compensation Matters. 
The Institute’s fall program also in 
ludes evening lecture courses in Account 
ing, Investment, Publicly Held Cor 10 ( | 
porations, Estate Planning, Representing 


, 
Lenders and International Trade and In 
vestment 


Details of these programs may be ob Low-cost duplicator 


tained on inquiry to the Practising Law 


Institute, 20 Vesey Street. New York produces them Th) 
one operation 





Controllership Conference 


in Atlanta 
Tl Atlanta ¢ er TT | Lv meeelt) fel, Mise) eli lel tii vaio.) 
wd inta ontrol Oo ontroliers In AND/OR INFORMATION 
stitute of America will serve as co-sponsor 
for a one-day conference on Controller 
ship announced for Thursday, October 29 
1953 by the Atlanta Division of the Uni 


ersity of Georgia 
The conference wall bi open to account 
ng and controller personnel of firms 11 


the Atlanta area and throughout th te, 
Southeast. Invitations are being sent to 1 “I 

large number of business organization mh ° 

ind the program which 1s being planned i ; 


y resent matt t alue te | 

vill presen matters of practical val a THE FIRST NAME IN DUPLICATING 

representatives who attend Ak , F saws A , , 
The conference dinner and evenin 


scheduled is the regula OS SE eS SaaS eae 


A. B. DICK COMPANY 
5700 TOUHY AVENUE, CHICAGO 31, ILLINOIS 


sion is being 
October mecting of the / i Contro!] 





VEW TIME SAVER fo 
ADDRESSOGRAPIE Users 


Now—paper ‘ in continuous form 


insertion into your a essovra 


NAME POSITION 
Paster tf ORGANIZATION 


ADDKESS 


ADDRESSING MACHINE CO. OF CALIF ary asa 


618 Mission + San Francisco + YUon 2-210 


Pewrereerereee2c+e 
icsanstae tits deacdkie tai ten cee a 
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MANAGEMENT CONTROLS 
IN INDUSTRIAL RESEARCH ORGANIZATIONS* 
By Robert N. Anthony 


Reviewed by WILLIAM R. THOMAS 
Controller 

Cutter Laboratories 

Berkeley, California 


The application of management plan 
ning and control techniques in the field of 
industrial research confronts the controller 
with many difficult and unusual problems. 
The research scientist 1s an individualist 
performing work of a nonstandard nature 
The same management techniques cannot 
be applied for an industrial research dc 
partment as can be applied in a line pro 
duction department. One of the character 
istics Of American industrial development 
AIRCRAFT AND PART 


ELECTRICAL MACHINERY 
NSTRUMENT* 
NTROL 
PHOTOGRAPHK 

MENT AND 


AND ¢ 


CHEMICALS & PROD 


All 
MANUFACTURING 





NONELE TRICAL 
MACHINERY 


STONE CLAY A G 


AND APPAREL 


THER MANUFACTURING 


LEUM REFINING 


mi TAIL 
»TRILS 





$3.5 BILLION SPENT FOR RESEARCH 


scientific research and develoy 


States 


Spending for 
ment in the United 
more than $3.5 billion in according to the 
National Industrial Board. Over half 
of the funds were furnished by the Federal Gi 
the industry 
that 


reached a total of 


1952 
Conference 
remainder came trom 


ernment while 


The Board notes, however 


a different story 


and other sources 


where the money went is 


THE CONTROLLER 


RESEARCH 


/ 


in the last decade has been the rapid 
growth in number and size of scientifi 
research units. Because of this rapid 
growth and the unique problems presented 
by the nature of the work and personnel 
engaged in scientific rescarch there has 
been a dearth of literature on the use of 
management controls in research organiza- 
tions. Dr. Anthony's book is a welcome 
addition to the literature. 

The bock points out that the circum- 
stances which make it difficult to effect ad- 
ministrative control over scientific research 
activities also points up the need for such 
control. Research activitics are only one of 
the alternative uses of corporate funds and 


DEVELOPMENT COSTS 


OF SALES 


AND 
PER CENT 
195) 


Fe) 


\e 


AND DEVELOPMENT IN 1952 


nly one fourth went for research conducted by 
the Federal Government 
thirds of the The remaining 8% 


for work in college and university laboratories. Re 


while industry spent two 


money was used 


search and development spending in manufactur 
ng industry for 1951 averaged about 2% of sales 
12.7%; and food 


3% 


Aircraft and parts spent the most 
ind kindred products spent the least 
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research expenditures must be as carefully 
considered and evaluated as expenditures 
for, say, new production equipment. 

The book leads off with “A Statement 
of the Problem,” describing the scope 
of the book and furnishes an orientation to 
the organizational set-up typical of re 
search units. 

Part II, entitled ‘Factors That Relate to 
the Problem,” contains a short chapter 
(number 3) “Factors Common to Control 
Problems in General.” This brief exposi- 
tion should be required reading for all 
students of controllership and anyone 
active in the field would do well to review 
it. A great many of the primary manace- 
ment control principles are boiled down 
to these few pages. 

The author discusses the characteristics 
of research workers, the importance and 
need for freedom in their work, their 
curiosity and need for a logical explana- 
tion, their individualism and their attitude 
(usually unfavorable) toward administra- 
tion. 

The book describes the research pro- 
cesses covered in the field ranging from 
basic research through product and process 
development. Control techniques must be 
flexible and communication excellent to 
mect the constant quick changes in the 
direction of much scientific research work. 

Part III, the major portion of the book, 
is entitled “Report of Current Control 
Practices in Industrial Research Organiza- 
tions.’ This section contains much mate 
rial of interest to controllers generally, 
aside from its specific application to indus 
trial rescarch organizations. 

The role of top management in provid 
ing funds for research and the methods 
used in providing them are discussed in 
Chapter 6. The discussion of planning and 
approval of individual projects and plan- 
ning the over-all research program are of 
considerable interest to those controllers 
who feel the need for encouragement of 
more planning in research activities. As ts 
the case throughout the book, there are 
some excellent tables as to current, actual 
practice 

The book reports that approximately 
706 of the industrial research organiza- 
tions responding to their survey reported 
the use of financial budgets. As is to be 
expected, the larger laboratories used 
financial budgets more than did the 
smaller ones. It is interesting to note that 
this same survey indicated that a large 
number of research organizations do not 
have budgets broken down by departments 
even though the organization was set up 
in that manner. Instead the budgets were 
prepared for ‘the laboratory as a whole.” 

The desirability of budgeting for, and 
charging, overhead costs to research de- 
partments is briefly and intelligently dis- 


*Pyblished by the Division of Research, Har 
vard Business School, Soldiers Field, Boston 63, 
Mass. $6.75. 





cussed. The reader who has attempted to 
explain to scientific personnel, the alloca- 
tion of overhead costs will nod in agree- 
ment with the author's conclusion that if 
overhead costs are to be included (and h« 
apparently does not favor this), the basis 
of allocation should be very simple and 
should not divert attention from control 
lable items. 

Chapter 7 also includes some excellent 
material on length of the budget period, 
who prepares the budget, revision, and 
review and approval of the budget 

The use of “checking up” techniques ts 
discussed in Chapter 8, covering the use 
of schedules, narrative progress reports, 
time reports, and cost records. Contrary to 
a general impression, the book reports that 
1 large majority of research organizations 
keep a record of the time spent by research 
workers by specific projects 

Operating control over the specifi 
spending arcas of personnel, procurement, 
material carried in inventory, and travel, 
are elaborated on in Chapter 9. Much of 
the discussion on control of travel expense 
is allocable to other areas ot a busin¢ SS aS 
well as to the research group alone 

Dr. Anthony points out that “in many 
research organizations no attention ts paid 
to the control of services and support 
functions although these functions are 
more susceptible to control than work don 
lirectly on the research program.”” This 
topic is fully covered in Chapter 10 

Equipment control is considerably 
lifferent in the laboratory than in the 
factory. The author raises an interesting 
point in his writing on Page 283, of th 
‘importance of emulation.” Here again is 
something that well may be applied in 
other departments as well as research 

In discussing the problem of compari 
son of spending with other laboratories 
the author emphasizes the impossibility of 
orrelating costs and performance, differ 
ences in accounting practices, differences 
in size and functions performed, and dif 
ferences in terminology. 

A summary of control practices that 
might be found in a well-managed indus- 
trial research organization is covered in 
Chapter 15. 

Part IV of the book covers case studies 
of management control practices in tne 
research organizations of four companies 
General Radio Company, Merck & Co., 
Inc., Bell Telephone Laboratories, Inc., 
and an unnamed company. This section 
-ontains a more complete picture of the 
whole research control structure and 
practices of four different sized companies 
There are many examples of actual forms, 
harts of accounts, procedures, and organi 
zation charts. 

The appendix contains a detailed de 
scription of the Research Control Survey 
onducted in connection with the writing 
f this book. Tables based on this survey 
are used throughout the book. 

“Management Controls in Industrial 
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Research Organizations 15 a timely, 
ful, and interestingly written book. It 1 
and busin 


written for the administrator 


executive, not for the scientist, as some 
might deduce from the title. Controllers 
ind all those interested in the field of man 
avement controls will find much of inter 


est and usefulness in this book 


COMMON STOCK VALUES 
AND YIELDS* 


By Wilford J. Eiteman and 
Frank P. Smith 


In this another in a series 
studics by thi University of Michigan's 
Bureau of Research, the authors consider 
common stocks as long-term investments 
with particular emphasis on investment 
yields, In their concluding paragraph they 
point out that have be 
an integral part of our economic 


of business 


“common stocks 
come 


Fastest “PROFIT WEAKNESS” 
LOCATER...o0n record! 


Not ‘“‘just reading’’ but 
“how-to” in action, 
all-the-way! 

vx 250 pages of 


experience-rich 
texts and tests 


vr also 134 pages 
of charts, forms, 
explanations 


384 pages 

(81, x 10) 410 
postpaid 

Possible savings up to 


hundreds or thousands 
with 


PROFIT ANALYSIS 


by Frederick M. Eisner, B.C.S., LL.M, C.P.A. 


First complete ‘“‘how-to’’ compilation on 
how to allocate, report and control DIS- 
TRIBUTION COSTS...working papers dem- 
onstrating step-by-step .. . illustrations. 


Typewritten pages 
for easy reading — 
Limited Edition - 
valuable material 
assembled mainly 
for internal auditors See Re. a etal ar fae 
and controllers. delivery 


% how to obtain o higher 
profit from a product 
Whow te construct sales 
prices for different 


Whow to use an account 
of department's offairs 


DOES YOUR COMPANY 
OR CLIENT STILL... 
conduct business with- % how to obtoin market- 


out a predetermined ing costs per transac- 
plan? tion 


so that weak spots can 
be detected immedi- 
otely 


K how to poy incentives 
to salesmen and depart- 
ment managers 

W% how to analyze differ- 

fail to know which de- ence between actual 

portment or product is and budgeted profit or 
unprofitable? loss 

Khow to control inven- 
tories 


fill orders for such 
small amounts that 
gross profits will not 
cover expenses? 


for this and dozens of 
other problems “Profit 
Analysis’ is the remedy! 


book for all concerned with managerial 
you to a new 


A “should-have 
accounting. Its contents will activate 
power in management affairs. 


Refund if not satisfied after § days’ trial 


CHARLES EISNER iy.,tinta Avenne 


White Plains, N. Y. 


It our 
xpand as Wwe 
tor ks 
upward trend the y have 

0 or more years. A pa of purchas 
regular, 
answer for all 
person intere sted 


cconomy continucs to 
believe it wall 
may be expected to continue 


row 


com 
followed for 


ommon stocks a stated in 
vals 15 obviously not the 
curity-buyers, but for a 
building a portfolio to obtain invest 
ment income, common stocks have much 


to offer 


* Published by the School of Business Admin 
tion, Bureau of Business Research, Univer 
ity of Michigan, Ann Arbor, Mich. Cloth $2.75 


paper 32.2). 


PROVINCIAL SALES TAXES* 
By John F. Due 


This study of retail 
Canada, the seventh of the Canadian Tax 
Papers serics, presents the findings of a 
coast to coast survey undertaken at the 
Canadian Tax Foundation’s request in the 
1952. It breaks new ground in 
the sense that no such survey has been 
made before. Although retail sales taxes 
are at present confined to five Provinces, 
they are a matter of national interest by 
reason of increasing pressure on provincial 


sales taxes in 


summer of 


revenue sources and the concurrent opera 
tion of the federal levy at the manufac 
turer's level. 

Mr Jue, professor of 
University of Hlinois, also prepared Tax 
Paper No. 3 in October 1951 covering the 
Manufacturers’ Sales Tax. The 
expert standing in the sales tax 
as well known in 
country. He has 

and interest of 


Economics at 


General 
author's 
ficld, therefore, 
Canada as in his own 
much reased the 
his recent survey by including as an Ap 
general review in comparative 
Retail Sales Taxation in the 


IS nOW 
valuc 


pendix al 


terms of State 


United States 


hy The Canadian Tax Founda 
Street, ut B, Ontart 


THE AMERICAN WAY 
By Shepard B. Clough* 


economic basis 


( lough, a 


analysis of th 
Professor 


In this 
our civilization, 
wher of history in the Graduate School 
Columbia University, 
s kehind the American 
i level of national well-being never before 
qualed in mankind’s history. He consid 
ers not only the vast bounty of natural re 
urces, but also cur industrial technology, 
roach to the use of new equipment, 
and the ideolo 
Americans 


discusses — the 


attainment of 


Our ap} 
is well as our labor force 
gics by which and for which 
live 
He emphasizes that we are not only 
d with the challenge of world political 


idership, but also of cultural 1 adership 


well Company 


i Cyr 
York 


S4.00 


SHIRTSLEEVE ECONOMICS* 
By William A. Paton 


In an effort to bring light into the many 
dark corners of our ignorance of the eco 
nomic ‘facts of life,” Dr. Paton, professor 
of economics at the University of Michi 
gan, presents in this book a clear and chal 
lenging exposition of the fundamentals of 
economics. The entire effort is aimed at 
informality and the author has employed 
nontechnical terms to describe the essen 
tials of the economic problem. 

He reveals the fallacies in presentday 
trends of taxation, government interfer 
ence with the price system and “‘social 
security” problems. Because the author 
makes it thoroughly clear that limiting our 
production is a threat to our way of life 
the book is both a sound road map to ar 
understanding of our economic society, as 
well as a strong defense of the free enter 
prise system and its importance to the 
maintenance of a free America. 

The book’s subtitle—-A Common Sense 
Survey——is both apt and accurate. 


* Published by Appleton-Century-Crofts, Inc 
New York. $4.00. 


OTHER BOOK ENTRIES 


THE QUEST OF THE ONE Best Way. Dr 
Lillian Moller Gilbreth. The Society of 
Women Engineers, 2854 Fairfield Ave- 
nue, Bridgeport, Conn. $2.00. 


A 64-page volume sketching the life of 


his methods 
his asso 


Frank Bunker Gilbreth 

as a Management scientist 

ciation with Taylor, Gantt and other lead 

ers and pioneers in Scientific Management 
how Motion Study and the Gilbreth 

Cost Reducing System were started and 


de velop d 


Cost ACCOUNTING. By Theodore Lang 
Walter B. McFarland, and Michael 
Schiff. The Ronald Press Company, 1° 
East 26th Street, New York 10, N. Y 


$6.00. 


TREND OF GOVERNMENT ACTIVITY 
UNITED STATES SINCE 1900. By 
National Bureau o} 
1819 Broa 


THI 
IN THI 
Solomon Fabricant. 
Economic Research, Inc., 

New York. $4.00. 


w 


way, 


CORPORATE TAXATION AND PROCEDURI 
IN PENNSYLVANIA (Second Edition ) 
By Leighton P. Stradley and I. H. Krek 

mmmerce Clearing House, In 

Avenne, Chicago, Ui 


stein. ¢ 
214 N. Michigan 
$7.50. 


INDUSTRIAL DEVELOPMENT AT Homi 
AND ABROAD—PROBLEMS AND PROs 
PECTS. American Management Assocta 
tion, 330 West 42nd St., New York 15 
ae S Si Zt 


ANTITRUST LAW SYMPOSIUM—19534 
Commerce Clearing House, Inc.,214.N 
Michigan Ave., Chicago 1, Ill. $3.5¢ 
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1. The six highest salary levels are 


i 


Government Executives’ Compensation ciesaped intw a aud alae al Ge 


$14,800. The career man who climbs all 


Averages 1/4 of Industry Scale the way up the ladder accumulates a total 


HE SUCCESSFUL MAN in industry earns 
four times as much as the 
government exccutive, Jerome M. Rosow, 
former director of the policy division of 
the Otfce of Salary Stabilization, reported 
nnel, published 


successful 


in a recent issue of Per 
by the American Management Associa 
tion. Only 300 federal officials, according 
to Rosow, earn more than $15,000 a year 
which is “almost an entrance salary for 
xecutives in industry.” 

Data collected by the Securities and Ex 
hange Commission show that in nine of 
the reporting industries with the lowest 
salary levels the range of average compen 
sation for top corporate executives (the 
three highest paid executives of each com 
pany) is between $12,000 and $20,000 
In the industries with high compensation 
patterns these averages range between 
$50,000 and $80,000 a year. Maximum 
innual salary for the highest paid federal 
‘xecutives, cabinet officers, is $25,000. 

On an over-all basis, Mr. Rosow says, 
white-collar federal 
$3,800 level are equal to or exceed offic 


salarics up to. the 


salaries in industry. But, he declares, ‘‘as 
the levels of responsibility and knowleds: 
increase, the gap between government and 
industry tends to widen rapidly.” As of 
June 30, 1951, 85 per cent of all federal 
xccutives earning more than $10,000 a 
year were clustered under the $12,000 
level and less than 2 per cent received 
$16,000 or more annually. “With the ex 
eption of an elite handful of cabinet 
level officers and presidential assistants 
$1,000 a month ts the limit of financial 
achievement for a government executive 

Inflation has intensified the financial 
problems of the career government worker 
the Personnel article reports. Since 1939 
average weekly earnings of manufacturing 
employes have increased 180 per cent. In 
contrast, the maximum salary for th 
highest federal carcer grade has advanced 
31 per cent compared with a 92 per cent 
increase in living costs. 

In addition to the marked differences in 
direct compensation, the government ex 
ecutive is far out-classed by the industrial 
executive in auxiliary benefits and non 
financial incentives, according to Rosow 
A study of 1949-level pensions of top 
company exec utives showed that six out of 
ten would receive an estimated $5,000 to 
$15,000 a year on retirement, another 18 
per cent would receive between $15,000 
ind $25,000, and only 13 per cent would 
receive less than $5,000 a year. By con 
trast, a federal executive with 25 years of 
service, of which five years were at a $12, 
000 salary, would receive 
$4,500 a year. Expense accounts and per 
sonal requisites for industrial executives 
further widen the gap 

Provisions criticized by Rosow include 


a pension of 
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salary increase about two thirds above his 


) 
1. Pay é cutive class 
18 months and are equivak nt to 
ent at the $8,360 pay level 


) 


mcreases are yiven once 


itrat salary in the exe 


Men 


appou ted to high posts from 


at modest salaries and 


center 


Pay ranges within exe grad 
After six ars 
in Grace 


; ivible for any salary ad 
ar narrow d 

Valice 

service an cxecutive 
month ) 


crease Of 9 per cent. In tho ca 
industry uses formal salary pl 


Mr sow attributes the lag in federal 


s to ‘the 


advances $85 a mor 


altruistic nature 


of public sers which ‘ts considered to 
ranges for executives. th be incompatible with high salaries.” As a 
| minimum to maximu ; result, he declat federal executives are 


nk ither 


sprea from 


about 35 per cent attracted to nor retained in gov 


9 A one grade 
ecutive 


promotion in the ernment by their salaries. Government pay 


grades is worth about $100 a is... . secondary as an incentive to its 
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The Lawyer and The Controller Consider 
Corporate Morality 


(Continued from page 458 


/ 


SPHERES OF RESPONSIBILITY— 
TO THE EMPLOYES 


Minimum wage laws and unions are 


now management in 
some degree in the bearing of the respons! 
bilities amplicit in determining what 1s a 
social laws and 


assisting corporate 


just and living wape Yet 
unions have not entirely pre empted the 
field Progress to the goals of year round 
employment, of real security in the form 
of pensions and other fringe benefits, still 
depend in large part on management ; and 
there yet remains the Herculean labor of 
in egrating the employe s into the business 
life of the so that to some 
degree they will feel in correct measure 
the loyalty to it which they bear to their 
clubs and social groups; for it would seem 
that too often the life of the corporation 
which so engrosses its executives 1s of Littl 
interest to its ordinary employes 


corporation 
{ 


SPHERES OF RESPONSIBILITY— 
TO THE GENERAL PUBLIC 

Where the general public is concerned, 
management has in many cases an auto 
matic corrective and regulator. Many of 
the echical problems which confront man 
agement in dealing with the sharcholders 
result from solitary power wiclded wv7s-a 
vis these groups. But the general publi 
is protected by the automatic corrective of 
competion, which in turn it ts the Gov 
ernment s function to prescrve by Wwis¢ 
and well-enforced antitrust laws. In a 
sense the antitrust law is a form of “gov 
ernment interference.’ Yet, 1f so, it 1s an 
interference which, directed toward con 
competition, may 
suicide; for if we 


tinuation of 
free enterprisc 
pretermit special cases suc h as utilities, the 


preserve 


from 


monopoly is the death of the corporation 
as an autonomous self-governing unit 


Included, of course, in this sphere of 
responsibility to the public , are many fields 


of particular interest to the controller. The 


issuance 


instance which requires, and | think re 


of credit statements 1s one such 
balanced and honest atiention 
of corporate Here, again, 
however, the penal consequences of muis- 


ceives, the 
management 


leading statements serve to remove temp 
tation as do the competitive cons —_— 


Ss. 


of unjust prices and dishonest goo 


SPHERES OF RESPONSIBILITY— 
TO THE GOVERNMENT 

Here we enter a ficld where many per- 
sons, even high in management, untortu 
nately may feel moral 
responsibility. A favorite excuse points to- 
ward impractical and unfair laws. We 
have some laws of at least que stionable 
wisdom and fairness. To turn to the In 
ternal Revenue Code, one such law doubly 


a lessening of 


taxes Corporate income, once to the com- 
pany and again to the recipient of its 
dividends. Another ts the excess profits 
tax which 1s not only an occasion of temp- 
tation to unwise expenditure but penalizes 
progressive companics as compared with 
inert, overcapitalized industries. Yet the 
lawyer and controller will alike agree that 
they are obliged to follow the present tax 
laws of the land, regardless of their wis 
dom. The remedy is through legislation 
and not through evasion. The task ts fur 
thet complicaced because self-assessment 
of taxes 1s the rule in the United States. 
This multiplies the responsibilities of 
management. Therefore, corporate moral- 
ity, as well as prudence, is deeply con- 
cerned with taxes. As Mr. Justice Holmes 
said: 
they deal with the Government.” 

The magnitude of the problems in this 


‘Men must turn square corners when 
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sphere has been further increased by de 
cisions such as Gregory v. Helvering, 293 
U. S. 465 (1935), where the Supreme 
Court of the United States emphasized the 
principle that it was not sufficient that a 
tax transaction conform to the express 
language of the statute but rather that the 
Court reserves the right to look behind the 
outward transaction into the basic business 
reality underlying it. Because of such de 
cisions, motives and purposes become of 
extreme importance; and although thes« 
are most casily inferred from the outward 
shape of transactions, it 1s possible for ¢ 
skillful lawyer and a clever controller te 
prepare reports and to write into minutes 
tendentious language which may indicate 
that nontax motivations were of dominat 
ing importanc e in actuating the transac 
tion. If as a matter of fact that is not so 
if the motives and reasons are fictitious 
and the transaction would not have been 
carried out had it not been for the tax sav 
ings, are not the lawyer and controller pre 
paring an alibi before the fact 72! Consider 
some of the fields in which motives are of 
extreme importance, and consider the duty 
of top management to give an honest ac 
count of its transactions: acquisition of 
corporations with loss carry-overs; splits 
and multiplication of corporate entities 
accumulation of earnings without incur 
ring the penalty of Section 102; reorgans 
zations. In writing up such transactions is 
not management on a sounder footing 
when it says less rather than more and in 
every case refrains from meretricious rea 
sons? Do we not here have a problem of 
corporate morality ? 

Again wisdom lies in meticulously scru 
tinizing such transactions and documents 
and in expunging therefrom any form of 
misrepresentation. The taxpayer 1s entitled 
to make an honest use of those portions of 
the law which permit favorable tax results 
Indeed it is by such use of the law that the 
taxpayer bears his share in shaping 
through contests with the Treasury De- 
partment, the constantly evolving, and we 
hope improving, framework of taxation 
Yet, I submit this guide as a vade mecum 
in contemplating any tax-saving device 
if all the facts and motives involved can 
not stand a full and fair disclosure, man 
agement will best serve the corporation by 
abandoning the project; for even from a 
prudential viewpoint it is well to assume 
that slick tax schemes, like shoddy goods 
return to plague their creators. The tax 
payer is not playing a game with the Gov 
ernment. To attempt to “beat the Govern 
ment’ is dangerous for the short tern 
and unwise in the long run. 


CONCLUSION 

In the last analysis, prudence reinforces 
the dictates of morality. For the most part 
following one’s conscience turns out to be 
following the law. Recent history has 
shown that abuse of corporate privileges 
purchases public distrust and political en 
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croachment. In ancient times it was said 
that the Lord Chancellor kept the King’s 
conscience. Today we may say that the 
controller and the lawyer have the respon 
sibility (with other members of top man 
agement) of keeping the conscience of the 
corporation—and in so doing of presery 


ing in health this most effective instrument 
of economic self-government. For the 
modern corporation is not just a machine 
for preserving vested interests and increas 
ing the sum total of private property—it 
is the typical self-governing organization 
through which today men carry out daring 
and creative experiments which help sus 
tain our pluralist socicty. 


"See The American Cammonwealt (192¢ 
Macmillan), Vol. 1, passsm 

* Man and the State (1951) at p. 12 

* Ibid., pp. 23-24 

*See Beard, A History of the Business Man 
(19438), passim 

’ For English corporate devel pment sec w 
R. Scott, The Constitution and Finance of Eng 
lish, Scottish and Irish Joint-Stock Companies 
to 1720 (1912): See- also Dodd and Baker 
Cases and Materials on Corporations (1951) 
pp. 1-21 for a summary of early history; and 
consult materials and bibliography therein cited 

* Art. VII, Sec. IV; “Corporations may be 
formed under general laws, but shall not be 
created by special acts, except for municipal 
purposes.” 

Note, A Problem in the Personnel of the 
Governmental Corporation, 20 St. Louss L. Ret 
229 (1935). 

*Havard, Soviet Government Corporations 
41 Mich. L. Rev. 850 (1943) 

* The Modern Corporation and Private Proj 
erty, supra, at p. 1 

”A Political Role for the Corporation, For 
tune (Aug. 1952), pp. 112-154-156 

“ Hornstein, The Future of Corporate Con 
trol, 63 Harv. L. Rev. A76 (1950) 

*How to Play the House Organ, Fortune 
(Oct. 1952), p. 144 et seq.; Sanders, The An 
nual Report: Portrait of a Business, 27 Hart 
Bus. Rev. 1 (1949); and see Hunt, A Progran 
for Stockholder Relations, 30 Harv. Bus. Ret 
99 (1952), which includes a discussion of the 
problems of communication 

“15 US.C.A. Sec. 80a 

* Strong v. Repide, 213 U.S. 419 (1909) 

® Cook and Feldman, Insider Trading under 
the Securities Exchange Act, 66 Harr, L. Ret 
385 and 612 (1953) 

" The Modern Corporation and Private Prog 
erty, supra, at p. 231 

Abbott v. American Hard Rubber ¢ 
Barbour, 578, at p. 593 (186!) 

* Blair, Appraising the Board of Directors 
28 Harv. Bus. Rev. 101 (1950); and sce Ann 
175 A.L.R. 577 (1948); of course, ratification 
by shareholders, provisions of the charter and by 
laws and other special circumsiances should be 
considered in each case; and it should also be 
noted that even though a resolution fixing salary 
may be invalid, the officer will usually be en 
titled to a reasonable compensation for his serv 
ices rendered to the corporation 

*Cary, Accumulations Beyond the Reason 
able Needs of the Business, 60 Harv. L. Ret 
1282 (1947); comment 61 Harv. L. Rev. 1058 
(1948) 

*Stern, Revision of the Federal Corporate 
Income Tax: a Proposal, 6 Tax L. Rev. 20 
(1951). 

* Miller, Morality in Tax Plannine, 10th 
Inst. Fed. Tax. 1067, at p. 1079 (N.Y.U 
1952); also Paul, The Responsibilities of the 
Tax Advisor, 63 Harv. L. Rev. 377 (1950) 
Symposium, Ethical Problems of Tax Practi 
tioners, 8 Tax L. Rev. 1 (1952) 
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The Construction and Uses of 


Breakeven Analysis (cosines irom pase soo) 


The controller can 
inform management of the critical effect 
of unfavorabl and the pro.it 
potential relative to volume by territories 


and product, before and after allocation 


arca ol sales revenue 


sales mix 


of indirect costs. This suggests numerous 
applications of divisional and product 
breakeven analysis to control revenue and 
costs by product or divisions. The latter 
point may be illustrated actual 


incident. A particular sales division execu 


with an 


tive, whose variable costs to sales ratio was 


759%, was contemplating an increase 1n 
divisional fixed costs. The president in 
quire d as to the amount of sales nec Sary 
to maintain the present profit position 
after the increase The 
executive replied that for cach dollar in 
crease in fixed costs, sales volume would 
have to be dollar. Needless 
tO say, the sales executive was not nc arly sO 
enthusiasts fixed 
when told by the controller (based on th 
breakeven analysis) that for cach $1 in 


in fixed costs sales 


Mmcrease d on 


about increasing costs 


crease in fixed costs sales volume must be 
increased by no less than $4, in order to 
maintain exactly the present profit position 
($1 25% $4) 

A simple but effective control device 
can be provided by adapting the breakeven 


ta to a graph similar to that shown tn 


kx) 


ibit 8.* The vertical axis 1s scaled for 
revenue in the same manner as the conven 
tional breakeven chart, while the horizon 
tal scale 1s set up on a time basis, such as 
wecks or months. A line is drawn to show 
the cumulative volume nee ary to break 
ven, and another line to show the CHINK 


| ¢ sales forecast for the ycar. The area 
below the cumulative breakeven 


thought of as the danger area 


volume 
may b 
Month by month the camulative actual 
es are plotted, thus indicating vividly 
the 
with respect to budget and breakeven. I 
suspect there are very few executives who 
would not appreciate having similar per 
tinent visual control charts. 

This type of breakeven adaptation has 
considerable possibilities. Similar graphs 
may be prepared by sales division, product 
and in total. An additional point of inter 
est 1s revealed by the chart—it will be 
observed (Exhibit 8) that the budget line 
crosses the breakeven line precisely above 
September which indicates that the first 


status of sales volume on a time basis 


nine months of operations, in ffect, con- 
titute a of fixed variable 
costs and it is only during the last three 
months that profits are realized ; or, to put 


recOvVecry and 
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it another way, the plant works nine 
months in order to be in a position to carn 
profits. 

For purposes of simplicity the cumula 
tive budget and breakeven lines have been 


shown as straight. In case of normal sea- 
sonality, to make the chart more realistic, 
both lines sh yuld be adjuste d accordingly. 


This can be done easily by using well 
known statistical procedures. 
the discussion so far has assumed 


breakeven analysis to be based on esti 
mated revenue, costs and profits. The pro 
edure may be re idily adapted to historical 
data; in fact, in 
application may be more practicable and 
meaningful. Historical application may be 
useful in measuring the effectiveness of 
managerial effort for various divisions 
throughout the firm 

One such application is worthy of 
special mention since considerable thought 
has been given to it, and, I might add, 
with effective results. This particular con- 
troller of a service-type organization com 
putes historical breakeven points for the 
firm as a whole and for each division and 
area for the quarter just ended. Shorter 
periods are not practicable because of 
special inventory problems. Revenue and 
variable are related to jobs com 
pleted; hence the breakeven point is in 
terms of jobs completed as well as dollars 
of revenue. Certain practical assumptions 
are made as to cost variability; however, 
it may be noted that account classification 
is directed toward a practicable separation 
of fixed and variable expenses. The break 


some instances historical 


costs 


even point, of course, varies between areas 
and divisions, and from quarter to quarter 
within cach division. A comparison of 
area and divisional breakeven points, both 
laterally and vertically throughout the 
firm, is used as a measure of managerial 
efficiency. In addition, comparison on a 
time basis indicates significant trends rela 
tive to the profit or loss potential of any 
particular territory and for the company 

Ratios of jobs actually completed to 
jobs necessary to break even (Actual to 
Necessary ) are computed for the company 
and by area and division. These Actual 
to Necessary ratios become very good in 
dicators of the effectiveness of operations 
and at the same time indicate the margin 
of safety of each particular territory. Being 
reduced to ratios, the results are compa 
rable between time periods and between 
territorics both laterally and vertically 
throughout the company. 

The procedure is effective in a number 
of ways in addition to those just men- 
tioned. For example, there results a dual 
pressure upon divisional and area execu 
tives concerned. First, the pressure on 
them to lower their breakeven point, 
which may be achieved by lowering fixed 
costs, variable costs and increasing jobs 
completed. Lowering the breakeven point 
improves the Actual to Necessary ratio. 

*See Modern 55. October 15, 
1950 
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Secondly, since the ratios are compared be 
tween territories throughout the company 
competitive pressure between executives 
to improve their position is brought to 
bear. 

Each quarterly report of breakeven 
points and Actual to Necessary ratios is 
supplemented by a statement prepared by 
the controller indicating why there was an 
increase or decrease. In some cases the in 
crease or decrease may have been due to 
changes in managerial policies, methods 
of operations and other reasons beyond 
division control. In most cases it will have 
been due to controllable factors within the 
division such as fixed costs, variable costs 
or jobs completed. Such reports logically 
should lead to investigations on the part 
of operational management as to the pre- 
cise reasons why certain divisions have 
high or increasing breakeven points while 
others have the opposite. Such investiga- 
tions are very important since they should 
result in a transfer of efficient procedures 
from division to division and the elimina- 
tion of less efficient procedures. Without 
some such tool or procedure to advise 
management of the effectiveness of one 
territory compared with another, there is 
likely to exist complete ignorance of 
trouble spots, which are often hidden: be- 
hind an engaging personality. Ordinary 
historical accounting reports fail to dis- 
close high efficiency or lack thereof since 
there is no valid benchmark from which to 
measure accomplishment or gauge results 

This historical application of breakeven 
analysis is especially important since it 
will, to some extent, perform the objec 
tives of a budgetary control program. This 
is a good example where, without the staff 
required for analytical work necessary to 
produce the detail and accuracies eventu 
ally desired, a simple practical procedure 
has been developed to produce data sufh 
ciently accurate to the end that results 
be 


could “sold ih 


CONCLUSION 

Some of the methods, assumptions and 
applications of breakeven analysis have 
been suggested. Many important tech 
been 


niques and applications have not 


mentioned. For example, there has been 
no discussion of the application of break 
even analysis on a monthly basis 

I firmly believe that breakeven analysis 
is a very important supplementary man 
agerial tool that will give management a 
better understanding of the economi 
characteristics of the firm, hence increased 
eficiency in accomplishing the planning 
and functions. It must be 
ized, however, that it 1s not a perfect tool ; 


control real 
the margin of error must be recognized 
It is not implied that breakeven analysis ts 
applicable in every business situation 
there the 
procedures have little or no a} plication 


are certainly situations wher« 


Morcover, many firms no doubt have de 
veloped other techniques and procedures 
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procedures expressed by top management 
well advised to im 
vestigate and encourage the deve lopm« nt 


Executives would be 
usefulness 
of such procedures while there ts revenue 
to stand the initial cost involved 


Where breakeven analysis 


lo IT) 
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dismayed by the lack of interest in such 


feasible, 


progressive firms represented in the South 

west that use them effectively. An article duce it. He should not wait until sufficient 
in Business Week (Dec. 13, 1952 p. 158) time and statf is available to develop a 
indicates that the Monsanto Chemical complete analysis. A’ practical simplified 
Company prepares no less than 300 break ipproach is desirable, gradually develop 
even charts. It 1s a significant fact that ing it into a procedure of significant value 
cOMpanics who use the procedure 5 to any to Management In cases where break ven 
extent swear by their value to manage inalysis 1s feasible, intelligent, depend 
meni ible, and practical presentation of costs 


It is also significant that during the d 


volume-profit relationships to manage 


pression breakeven analysis and other ment by the controller will make his fun 

forward-looking procedures experienced — tion more important and change it from 

a greater upsurge than ever before or a routine record-keeping function to one 

since. Today many controllers have been of executive standing 
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Compensating Key Men 


RRANGEMENTS used by 85 different 
A U.S companics to attract and hold 
key men are included in a recently re 
leased study, Pay Contracts With Key 
Men published by Business Reporis, 
Inc., Roslyn, N. Y 

Poday 5 high tax rates, it is pointe d out 
make the distinction between personal and 
important than 


busine 5 more 


ever because many employes find that every 


( x pr Nnses 


dollar of unreimbursed business expense 
now cats up $2 of salary. This situation 
thie study notes, lends extra interest to the 
CX PCIs¢ arrangements used by six com 
panics that are reproduced in this new 
publication by attorneys V. Henry Roths 
child I and William J. Casey. Altogethes 
188% arrangements for compen ating key 
men are reproduce d in the study 

Such methods as stock options, stock 
purchase plans, deferred pay, profit shar 
my, death benefits and expense accounts 
are covered. The report also includes pro 
visions and clauses taken from complete 
plans, designed to meet special problems 
that arise when using these new pay di 
Vices 

One big problem, for instance, is how 
to depression-proof a deferred pay con 


tract. By its very nature, this type of ar 





rangement runs over a long period of 
frequently making it desirable to 
the company against any future 
down turn in busine SS One contract re 
produced in the study shows how the 
American Ship Building Company han 
dled the problem in its deferred pay agree- 
ment with President W. A. Gerhauser. 
According to this provision, after Ger- 
hauser retired to ‘consultant status’ he 
would get 30% of his average pay for 
the previous three years, lasting for a pe- 
riod of ten years. But the contract also pro- 
vided that 


years, 


protect 


The company, by its Board of Directors, 
shall have the right to reduce, medify or 
cancel in whole or in part the obligation 
hereof to make payments as to any year if 
during each of the two preceding years the 
company shall fail to earn an operating 
profil 

A corresponding problem involves the 
employe under a long-term deferred pay 
contract. It may be desirable to protect him 
against any unusual inflationary rise in liv 
ing costs that would undermine the bene- 
fits received under the contract. One pro- 
vision reproduced in the study shows how 
Continental Oil Company solved the prob- 
lem in its contract with President Leonard 


F. McCollum. This contract contained a 
cost-of-living clause which increased Mc- 
Collum’'s salary in line with fluctuations in 
the same type living index to which es- 
calator clauses for regular workers are 
usually tied. On the other hand Foote 
Brothers Gear Company provides that re- 
tired executives will get upward adjust- 
ments in their deferred pay as active 
executives get pay raises. The trading 
power of the active executives protects the 
retired men from inflation. 

Other provisions reproduced in the 
study cover additional problems of gen- 
cral business interest today. Several agree- 
ments are included showing how employ- 
ers provide against the possibility of 
business mergers in long-term contracts 
with employes. Others show how specific 
companies have provided for employes’ 
family protection. Still others show how 
a company can protect itself against the 
possibility that employes covered by long 
term retirement contracts may later com 
pete with the employers. 

These problems and solutions involve 
companics in many fields of activity. Plans, 
agreements and clauses cover a total of 
i0 industries, ranging from aircraft to 
Zin 
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35,000 Hours is a Lot of Typing 


It. would take a girl about 20 years to complete so 
much typing. To sTATIsTICAL, this was a routine assign- 
ment of statistical typing, handled in stride for a client 
over a period of six months. Whether you have a little 
or a lot of typing, it pays to keep sTaTIsTICAL in mind. 


STATISTICAL 
TABULATING COMPANY 


MICHAEL R. NOTARO, President 
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Stock Exchange Fact Booklet 

The midyear edition of Investment 
Facts About Common Stocks and Cash 
Dividends, issued by the New York Stock 
Exchange, lists 327 firms which have paid 
ash dividends every single year for pe 
riods ranging from 20 to 105 years. 





The booklet, aimed primarily at the new 
or potential investor in securities, tells how 
to choose an investment, how to open a 
brokerage account, who owns stock and 
the purpose of the New York Stock Ex 
change. 

“Ot the 1068 common stocks listed on 
the Exchange,” the booklet Says, 9YSQ, oF 
roughly 9 out of 10, paid cash dividends 
in the 12 months ended June 30. The aver 
age yicld on these stocks was 6.4 per cent 
or $6.40 on cach $100 worth of stock at 
June 30 prices.” 

A composite of the 327 common stocks 
listed in the booklet would have paid divi 
dends in the 12 
$2.47, on shares costing $41.86 each as of 
June 30. This would mean a yield of 5.9 
per cent 

The booklet noted also that the entire 
980 stocks which paid dividends during 
the 12 months ended June 30 yielded an 
iverage Of 6.4 per cent This compared 
with an average yield of 6.0 per cent in the 
1952 and 6.5 per cent in 


months amounting to 


‘ntire year of 
1951 


Filing Annual Reports 


A new microcard service for the han 
ling and filing of corporation annual r 
ports has been announced by Towsley 
Publications, Inc. of New York, which 
pointed out that nearly ev. ry corporation 
annual report can be put on a single micro 
card which measures 3” x 5” and upon 
which can be reproduced up to one hun 
dred pages of an ordinary book. The mi 
rocard system is not intended to replace 
the issuance of regular printed re ports for 
stockholder employe purposes. The service 
is intended to avoid problems of filing 
collation, cataloging and storage. 


Executive Courses at Cornell U 

The New York State School of Indus 
trial and Labor Relations at Cornell Uni 
versity, Ithaca, N. Y., will conduct two 
four-weck courses in Human Relations in 
Administration during the school year 
1953-1954. Since both will have the sam¢ 
content and method of presentation, execu 
tives from interested companies may apply 
either for the session that begins Novem 
ber 1 and concludes November 25, 1953 
or for the one that will run from January 
17 to February 12, 1954 

Each program ts limited to 20 partici 
pants. Application forms and a prospectus 
are available if requests are addressed to 
Professors Earl Brooks or F. F. Foltman 
New York State School of Industrial and 
Labor Relations, Cornell University, Ith 
aca, New York. 
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| Guardian Embezzles 
$21,000 From Estate 


Prominent Citizen Admits 

| Stealing Cash ane 

oe 

Juggling Mortgages 
, anenesielael 








well known 
long active in 


local figure and 
the managem nt 
tates, today admitted ! 
: ; « ) t ve 
} 4 » $21,000 shortat 
bility for the $<}, 
t te 
uncovered in the estate of o7 


i for whom Mr. 


| had been appointed guaralan, 


| revealed un- 
that he had 


of many es- 


esponsl- 


x §«6questionIng 
der 4 funds of the} 


% | manipulated the funds Phos, 
' A | estate for several yea 
; tate will suffer no} 


ever, the @: - 
loss as the guardian wa cog 
by a surety company The dis- 


» ha also 
trie’ attorne office | nen ‘ 
a 2 — oe ed a # 
AA “pen andi 5 3 My bas ac a 


Make sure YOUR estate is | 
protected! 


#153589 in our claim files 


its dangerous to rely only on standine and reputation, 


This actual case proves that 
Further investigation in this case showed that this man 
had also stolen or lost through mismanagement nearly 
$150,000 from other estates! 

No matter how reputable or experienced your executor 
honed, 


In this way you'll be sure your estate will be protected! 


or trustee may be specify that he give a surety 


For the best in protection... 


fvent! 


HMERICAN SURETY 


ema COMPANY sas: 


100 Broadway, New York 5, N. Y. 
FIDELITY - SURETY - CASUALTY - INLAND MARINE 


call vour American Surety 


ACCOUNTANTS LIABILITY 
AVIATION INSURANCE THROUGH UNITED STATES AVIATION UNDERWRITERS. INC. 
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; . | Problem Areas in Marketin 
APPRAISALS ° ve g 
NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS Research Studied in Report 


STANDARD APPRAISAL COMPANY 
BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA NEW YORK. N. Y. CHICAGO ETHODS of determining sales poten 
PITT SAURGH sTY vous 

M tials may be the weakest area in pres 





ent-day marketing research practice, a sur 





vey published by the American Manag 


v2 fhm ment Association indicates. More than a 
Se Lent fu fifth of the 168 re spond nt companies that 
> said they did marketing research cited de 
k ecords termination of sales pot ntials as the mar 
keting research area most in need of im 
Vanagement provement. The study, covering company 


practices in marketing research, was con- 


AN INVITATION TO ducted by Richard D. Crisp, director of 
, = marketing research, Tatham-Laird, Inc 
EXECUTIVES! é 
Chicago, Ill 
Please accept our Invitation to avail your Second in frequency of mention were 
selves of our Service, as Specialists, to per general or specifi suggestions regvarding 
form the following function . 
the need for improved techniques, includ 


1. To Inventory and Evaluate your Rec : 
naa ing sampling, interviewing, tabulating, 
2. To Eliminate unnecessary inherited and interpreting of results. Nearly a fifth 
Records Accumulations and organ , - 
ae aieeiies eee of the respondents listed this type of im 
3. To establish a Control System provement as necded 
4. To Furnish a workable perpetual Re A total of 28 suggestions concerned the 
tention and Destruction program on 
5. To Act as your Consultants need for improvement in advertising r 
Let us present, at your convenience, the de search, particularly for tests to measure ad- 
tails of our Service without any obligation vertising effectiveness. Other advertising 
on your part ‘ 
activities cited as needing improvement 
Records of Plants, Warehouses, Offices, , 


processed in all areas—Nationally! were measuring effectiveness of trade pa 


per ads, copy research, standard reporting 


Please write or telephone 
of audience measurement in radio and 


R. W. Garrison James F. Scott 
Division Director Sales Director television, standards for media selection, 


and determining the optimum amount of 


Oa rp inal advertising. Also mentioned was the need 
nn a Le for improvement in research on sales 
SERVICE CORPORATION 


EXECUTIVE OFFICES: 2 BROADWAY, N.Y. 4, N.Y 


men’s activities, including evaluation of 


salesmen's services, and in sales forecast- 
PLANT: 515 GREENWICH STREET, N.Y. 1 N.Y 


Telephore W Hitehall 4-3722-3-4-5-6-7-8-9 F 
We sell SERVICE—Not Equipment Analysis of territorial sales pote ntials 


Capital paid in: $100,000.00 was the marketing research activity most 
frequently listed in survey replies as 


ing 














FOR BUSINESS USE! aaciue’é Features 


It’s Smart to Lease 
No Capital Investment Nec- 


Monarch’'s vt 


Lubrication, Repairs, License 


BI at ‘KS Plates included in monthly 
rental. 


on our Rates include Fire, Theft, 
Collisi | ¥ 
6-MONTH, 12-MONTH seeinlsigenthiendibiin 


ing time. 


24-MONTH PLAN ae rental is Tax 





For Further Information Call PLaza 7-7887 


ROWN CAR LEASING CORP. 


Affiliate of Monarch Buick Co., Inc. 
BROADWAY AT 55TH ST. NEW YORK 19, N. Y. 
“The Buick Corner Since 1908” 


among the most important functions of 
marketing research. Determining the com 
petitive position of company products was 
a close second, and analysis of the size of 
the market for specific products ranked 
third, in the view of the firms surveyed. 

Ten cents for each $100 of sales was 
the median expenditure for marketing re 
search in 1952 among the 81 companies 
that reported their expenditures for this 
purpose. This figure is not necessarily typ1- 
cal of American business as a whole, how- 
ever, since almost all the companies par- 
ticipating in the survey had annual sales 
volumes above $5 million. Six out of ten 
among the firms that said they did mar- 
keting research planned to spend more 
dollars on that activity in 1953 than they 
spent in 1952. 

As sales volume increases the propor- 
tion of the sales dollar spent for marketing 
research tends to decline, the survey 
showed. However, in every sales-volume 
group the range between the highest and 
lowest expenditure group was high, indi- 
cating that factors other than sales volume 
exerted major influence. Industrial-prod- 
ucts manufacturers spent a lower propor 
tion of their sales dollar for marketing re 
search than did manufacturers of con 
sumer products 

Median reported salary of the top mar 
keting research man, most frequently 
known as director of marketing research, 
was in the $10,000 to $15,000-a-year 
range. Salaries generally were lower in 
smaller than in larger companies and in 
industrial-product than in consumer prod 
uct companies, 

In nearly three fourths of all respondent 
companies marketing research was _per- 
formed by full-time employes specializing 
in that function and with no other major 
responsibilities. This trend appeared in 
companies of all types, but it seemed to be 
stronger among companies marketing con 
sumer goods than among those marketing 
industrial products. 

The complete results of the survey, with 
background material, were published by 
the association as a 64-pare book, desig 
nated Research Report No. 22 and en 
titled “Company Practices in Marketing 
Research.”” Copies are available from the 
American Management Association, 330 
West 42nd Street, New York 36, N. Y.., 
at a price to members of $1.75 each and to 
nonmembers of $2.50 each. 








IN CALIFORNIA 
Horton Insurance Analysis Service 
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New Financing 
Shift ls Noted 


Although total financing has continued 

a high rate in 1953, the second quar 
ter of the year witness da decided shit in 
the industries obtaining funds in the capi 
tal market, according to a recent report by 
the Securities and Exchange Commission 
The trend had been apparent in the first 
quarter of the year 

According to the SEC re port, manufac 
turing companies, which had been th 
largest single group of issuers in 1952 
offered only $1.3 billion during the first 
half of 1953 against $2.3 billion in the 
corresponding half of 1952. In contrast, 
there was noted a Sharp rise in funds ob 
tained by commercial credit and sales fi 
nance companies. This was interpreted as 
a reflection of recent large expansion in in 
stallment credit 

Reflecting the continued large-scale 
capital expansion in the utilities field, 
sues of electric, gas and water companies 
totaled almost $1 billion. This was the 
largest total in three years. Corporations in 
general offered $2.7 billion in new securi 
ties in this second quarter of 1953 against 
$2.9 billion for the second quarter of 
1952. 

During the second quarter of this year, 
securities flotations for new money pur 
poses amounted to $2.4 billion including 
$1.6 billion for new plant and equipment 
expenditures and $800 million for work 
ing capital. As compared with the similar 
period of 1952, total new money issues 
were only about $50 million less this year 
However, procecds for working capital 
purposes were $180 million higher than in 
the second quarter of 1952 while proce eds 
allocated to plant and equipment wer 
$230 million less. 


Small Business 


Accounting Booklet 


“Public Accounting Services for Small 
Manufacturers,” a newly published book 
let issued by the Small Business Adminis 
tration, Washington, D. C., describes 
some of the main problems that result 
from inadequate accounting systems, The 
booklet is the fifth in a series begun by the 
Small Business Administration's predece 
sor body, the Small Defense Plants Ad 
ministration. The author ts Robert I 
Witschey, a practicing certified public a 
countant. Copies of the publication are 
available from the superintendent of 
Documents, Washington 25, D. C., and 
from the regular Field Offices of the U.S 
Department of Commerce (15 cents). 

Previous titles in this series of booklets 
include: “An Employe Suggestion System 
for the Small Plant” (15 cents); “One 
Hundred and Fifty Questions for a Pro 
spective Manufacturer’ (20 cents) ; “Hu 
man Relations in Small Industry’ (25 
cents); and “Improving Materials Han 
dling in Small Plants’’ (20 cents). 
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HOW you can 


branch offices 






a 


ERY WHERE! 


Make the Guaranty Trust 


Company your bank. 


In New York eee in Purope cee 
in every commercially important 
country in the world 

Guaranty ‘Prast Company, 
through its offices and 

corre spond nts, Can mect your 


every banking requirement. 


Guaranty 
Trust Company 
of New York 


Capital Funds $380,000,000 


140 Broadway, New York 15 
Fifth Ave. at 44th St. Madison Ave. at 60th St 
New York 46 New York 21 


Rockefeller Plaza at 50th St 
ew York 20 


LONDON 
32 Lombard St., E.C. 3 Bush House, W.C. 2 
PARIS BRUSSELS 
4 Place de la Concorde 27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 








TWO REPORTS 
THAT ARE “MUST” READING 
FOR ALL EXECUTIVES! 








Here are some of the reasons why all management people 
shou'd have a turn at these volumes: 


Management Planning 
for Corporate Taxes 


Drawn from over goo actual cases, this volume weighs the tax 
effects of deciston- making in such realms as sales and credits, wages 
and personnel, financing, fixed assets, etc. Not a substitute for 
commercial tax services, it tells how to build tax consciousness and 


explores accounting methods and decisions which minimize on 


postpone the tax burdens Price $4.00. 


$¥.00 to Controllers Tnstitute members 


Business Forecasting 


What can forecasting do tor your business? Can accurate tore 
casting be done in your cCOMpaL How can it be done? This re port 
helps you to answer these questions by bringing you the detailed 
experiences of 38 companies which have found business fore 
casting an indispensable tool of management (1950). Fourth print 


ing (1953). Price $5.00. 


$2.00 to Controllers Institute members 


If you have these studies already, route them around for 
others to read and profit by. If not, order your copies today! 


CONTROLLERSHIP FOUNDATION, INC. 
Research Arm of Controllers Institute 


ONE EAST FORTY-SECOND STREET, NEW YORK 17, N. Y 





Hotel Credit-Card 
System Simplified 


A “universal” type credit plan has been 
pr rfected for travelers after more than ten 
years of study and research by the hotel 
industry, Arthur J. Packard, pre sident of 
the American Hotel Association, an 
nounced recently. The new plan, which 
went into effect on September 15, ts said 
to be the type of credit service which 
travelers have been urging hotels to adopt 
for many years. The new credit system, 
Mr. Packard said, will be honored by 
thousands of hotels, throughout the 
United States, Canada, Mexico, Alaska, 
Puerto Rico, Hawaii and Bermuda. 

“This long-sought system will mean 
that the battle of the wallet bulge is over 
for it will enable the public to travel with 
out an oversupply of identification papers, 
vouchers and credit cards,” Mr. Pac kard 
said. 

Two types of cards will be issued under 
the system. ‘Travelcards” will be offered 
to business firms for the use of their execu 
tives and other employes The Trave Icard 
assures the holder of unlimited credit for 
the chareing of hotel bills, including food 
and all customary hotel charges, plus 
check-cashing privileges within the limit 
of individual hotel policy A fee of $5 a 
year is charged for each Traveleard issued 

The other types will be called “Che k 
irds”’ issued to individuals who have satis 
factory credit records. Checkards will 
provide check-cashing privileses at par 
ticipatine hote ls. Both Travelcards and 
Checkards will be issued by American 
Hotel Credit Corporation, Greenwich, 
Connecticut, a new organization spon- 
sored by American Hotel Association, and 
Traveletter Corporation, also of Green 
wich, a company with sixty years’ experi 
ence in the operation of credit plans for 
travelers 


Army Suggestions Saved 
$13 Million in 1952 


The Army estimated recently it saved 
$13 million in 1952 as a result of efh 
ciency suggestions submitted by its mili 
tary and civilian personnel. 

The only cost was $282,520 paid out in 
bonuses to civilian employes whose sug- 
gestions were accepted. Cash awards to 
military personnel are not authorized. 

The Army found its suggestion box 
more crammed this year than ever before 
Of 57,517 suggestions submitted, 11,814 
were acce pted. 

The efficiency awards program, under 
which cash bonuses are determined ac 
cording to the savings expected in the first 
year, was started in 1943. Since then the 
Army has received 418,008 suggestions, 
of which 73,870 were adopted with first 
year savings of more than $127 million 
Bonuses totaling $1,918,031 were re 
eived by civilian personnel. 
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Extracurricular Study 
Pays Off at MONY 


Encouraged by a liberalized educational 
refund plan, 1,400 employes of The Mu 
tual Lite Insurance Company of New 
York have participated in six different 
types of extracurricular study during the 
last seven years. The main attractions have 
been courses offered by the Life Office 
Management Association, Home Office 
Life Underwriters Association and the So 
ciety of Actuaries. College and university 
classes in law, accounting, business admin 
istration, stenography and similar subjects, 
have also been major drawing cards. 

In addition, agency managers, assistant 
managers and field representatives of th 
company have taken courses sponsored by 
the American College of Life Under 
writers, leading to certificates in Life In 
surance Agency Management and desig 
nations as Chartered Life Underwriters 

In the seven years since Mutual of New 
York liberalized its educational refund 
plan, 37 employes have won designations 
as Fellows or Associates of the Life Oth 
Management Association and 13 have bi 
come Fellows or Associates of the Society 
of Actuarics. Last year alone, seven field 
representatives became Chartered — Lift 
Underwriters 


The company has refunded to students 
nearly $25,000 in tuitions, fees and bool 
costs. It has also paid out more than 
$12,000 in. salary increas iutomats 
upon the completion of specified cout 


These increases were in iddition to the 


normal merit raises 

George Wilgus, manager of MONY’s 
personn | division, said that “an nttal 
part of an enlightened personn | prograt 
is to cncouraLve cm} loves to tak st { 
| bm, 61 


which will mprove their value t 


company ind its policyholders. By learn 


ing more ibout insurance and allicd 
jects, emy loves also increase th company 
opportunitics to ‘promote from within 
ind to shift cm} loyes icross dey irtmental 
lines into jobs in which chances for ad 


vancement might be better 


CPAs Publish Guide 
on Accounting Procedures 


A 160-page guide to recommended a 
counting procedures was issued recently 
by the American Institute of Accountant 
The Restatement and Revision of A 
counting Research Bulletins” replaces 34 
bulletins issucd by the Institute during th 


‘ 
past fourteen years on such subj 

inventory pricing, depreciation, contin 
gency reserves, taxes, Ca] ital accounts. in 


tangible assets, government contracts and 
ompensation 

The “Restatement and Revision 
available from the American Institute of 
Accountants, 270 Madison Avenuc, New 
York 16, N. Y., at $3.00 cloth-bound 


$2.00 paper bound 
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ob BIG BENEFITS 


fo You — 


IN A JAMISON INSURANCE AUDIT 


I. SURVEY OF EXPOSURES TO LOSS 


Particular attention is given to those loss exposures which could 
lead to large uninsured or inade quately insured losses 


2. PREMIUM SAVINGS AVAILABLE 


Phe savings in premium available on present policies are fre 
quently more than suflicient to cover the cost of essential in 
creases as well as new COVerapes 


3. REPORT ON THE ANALYSIS OF POLICIES AND 
COVERAGES 


Our reports point out in layman's language what is needed to 
make cach policy contract broad enough to lully cover all prob 
abie losses. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 

















Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & VDavis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
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MR. PADDOCK 


that division from 1947 to 1942. He resided 
in’ Paris, from 1933 to 1940. Mr 
Paddock WALTER WHITTAKER 


former vice president and cor ptroller, who 


France 
succeeds 
vice president, administrative 


was elected 


planning 

CG PORGE &. PIERCE named controller of 
Rockwood & Co., New York THEO 
DORE ZEAR, controller of WNBC and 
WNVT, New York, appointed controller 
of the NBC network 
FRANCIS A 
Thatcher Glass 
Elmira, N. Y 
NAULT, formerly 
Dewey & Almy Chemical Co., 
Mass., 
of tinance for 
Company, Pittsburgh. This is 
ated office and Mr. Daignault’s appointment 
became effective on September | 


radio division 
GitORDAN 
Manufacturing Co., Inc 

ALEXANDER T. DAIG 


and director of 


now controller of 


treasuret 
Cambridge 
was named vice president in charge 
Westinghouse Air Brake 
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has been 
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nptroller tO suc¢ 
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with Pure Ou 


JOSEPH CAMPBFLL was recently appomted 
Atomic 


Previously vice president in charge of 


a member of the 


Energy Commus 
sion 
business affairs at Columbia University, and 
holder of the University’s post of treasures 


that, Mr 
controller, 


before Campbell is a former cor 
Valspat 
Corp. in that position from 1929-1942 

In addition, he 
countant as well as being the recipient of 
the Certificate of Merit of the Othce of Sc 
entific Research and Development, and the 
A-Bomb Award” of the Manhattan Dts 


trict 


porate having served 


is a certified public Ad 


Mr. Campbell was chairman of the Com 
Collepe 
contract 


nuttee of Eastern Representatives 


which negotiated — the with thre 
Government for establishment of the atone 
Brookhaven, L. T. In 


Associated Uni 
contracted 


laboratory at 
treasurer of 


enerpy 
1946 he 
versities, Inc., which 
Manhattan District project for operation of 
the laboratory 


was 
with the 
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issue. For instance, 1f you 
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East Forty-second Street, New York 17, N. Y 


first of the month to affect the following month's 


address changed for 
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dress before 
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HANDLEY (#4184.1948 As 
Mack Trucks, Ine. New 
sixth consecutiwe veart 

as a delenate 

Vork at the 

Natronal 

which was held ta Lowes 

September 28 to October 1 


nor DYyewey 

to represent the State of New 
ioth Annual Conterence of the 
Tax Association 
lle, Kentucky 
Ronern’d bo Purerir (88144-1951) was 
ecently mamed executive vice president at 
Nesco, Ine. Milwaukee, Wes He had held 


the post of vice president and treasurer 
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(PA. was elected vice president anel secre 
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Among the 25 directors elected to the Na 
tional Board of NACA for the coming year 
were the following members of Controtlers 
Institute 


THEODORE W 
controller, Acme Steel Company, 
Il 

JAMES B. FENNER (141¢ 
president and comptroller, Electric 
Lite Co P 7 oledo, Ohio 

DONALD J. GUTH (#4830-1950), assistant 
treasurer, Solar Aircraft Company, Des 
Moines, Iowa 

JOHN E. Hearst (#843-1936), comptrol 
ler, S. S. Kresge Company, Detroit, Mich 

PHitip W. KEESSEN (#5288-1951), con 
troller, Bennett Pump Div., John Wood 
Co., Muskegon Heights, Mich 

RosBert L. Terro (#1023-1947), 
ler, The E. Ingraham Company, 
Conn 

MALCOLM B 
treasurer, Bush 


Brooklyn, N. Y 


BONNEVIER (#3831-1946), 
Chicago 
1949), vice 


Auto 


contro! 
Bristol, 


$2460-1943), 


Co., 


VARNEY 


Terminal Buildings 


Certificates of Merit were received by the 
following members of Controllers Institute 
in the annual Lybrand Award Competition, 
NACA, (in which Roger A. Kosloske was 
Gold Medal winner and I. Wayne Keller, 
Silver Medalist-—-see page 381, THE CON 
rROLLER, August 1953) 


STANLEY Z. BRONNER (#5289-1951), as 
sistant vice president and controller, Bridge 
port Brass Company, Bridgeport, Conn 

ApoLpH G, LuriE (#3143-1944), Super 
visor, Tax and Special Service Staff, Alex 
ander Grant & Co., New York 

J. HUGH JACKSON (#4464-1949), Dean 
Graduate School of Business, Stanford Uni 
versity, Stanford, Calif 

JAMES A. MCFADDEN, JR. (#5116-1951), 
controller, RCA Laboratories Div., Radio 
Corporation of America, Princeton, N. J 

RAYMOND G. LOCHIFL (#1630-1940) 
vice president, Capital Airlines, Inc., Wash 
ington, D. ¢ 


PF 
dean of the 
University 


TAGGART (#4202 
School of Business Administra 
of Michi 
ippointment as chairman of a committee on 
Cost to the Federal 
Trade Commission in connection with Rob 
inson-Patman Antiprice Discrimination Act 
Taggart was chief 


National Recovery 


and has been a 


1948), assistant 


tion, an, has accepted 


Justification advise 


cost 
Ad 


con 


Professor 
for the 
ministration, 


matters 
iccountant 
1933-45, 
sultant on distribution and other costs for 
the Department of the Air 
Force, and the Economic Cooperation Ad 
During World War II, he was 
director of for the Office of 
Price Administration. He is jate 
men ber of (¢ ontrollers Institute At 
and a past president of the An 
counting Association 


erce, 


ministration 
accounting 
an assoc 
nerica 


Ac 


erican 


GEORGE T. STOCKFLETH (#4410-1948 ) 
assistant secretary-treasurer, California Wire 
Cloth Corporation, Oakland, Calif., was re 
cently elected vice president of the Western 
Division of the National of 
Credit Men for the 1953 and 
Roperic M. WILDER (#1691 
troller, credit manager 
urer, Pass & Seymour, Inc 
of the 


Association 
1954 tern 
1940), con 
treas 


N. ¥ 


and assistant 
, >yracuse 
directors 


is Serving as one 


Water A. J 


d elected president of 


PAUL GRapy, a partner of Price BLAsSco 
& Co., New York has 
chairman of the Protessional iay, Kansas 
Federal Financial Adn Mr. Blasco, 
lers of America 1s one of the or a past president 
in the PCFFA the Kansas 
ed to help Control of 


I 
over Federal expenditures. Serv Insti 


been electe 
Ci 


inistration 


house 
uncil on | 
Control City 
Institute 
pani 


ers 1Cipants 


which Was orvanl. if prove Cf 
ollers 


ot An 


1< 1 1 
LYaG Vict amed 


Institute representatives 
LOCHIEL (#1630 


Airlines, Inc., Washin 
A. MILLS, cont 


Contre 
RAYMOND G 
president, Capital 
ton, D. C., and Gall 
Princeton University 

At th 


cil, 


Hers erica, 
con 
the 
1935 
1948 
title 
of vice president, 
counting was reported by representatives ot secretary and di 
the Treasury He is ac 
the Budget 
Oftice 
able progress had been made and 


the Coun has held the 


povernt 


ost recent meeting of 


yrogress in improving ent ac 
I 


Department, the Bureau of rector 
and the 
Council members agreed that 


General Accounting tive in several 


reason and 


that 


] rotession il 


no 


legislative action should be recommended 


at this time as well a 


Bank A 


Banking, 
terence ot 
JOHN H. MACDONALD (#56-1932), part 
ner of Rogers, Slade & Hill, New York and 
a past president of Controllers Institute of \ ILLIAM 
America, addressed the Waterbury Chay comptroller of the 
National Association of Cost Account 
recently on “The Measures of Ettec 
tive and Profitable Management Mr ol 
MacDonald has 
of the Board 
lers Institute 


the Board 
} 


ter, 
September 1 follow 


Be 


ants 


service in the 


chat He beg 


t r\ 
Conir reasury 


an his 


also served as 
ot 


and ts currently a me be 


of 


Directors of 


Telephone Cor pat 


of Trustees Controller: untant of that 


Foundation, Inc 


and Tele raph Con 

After 
iccountant of the 
the New England 


chief accountant of 


T. A. M. HUTCHISON, senior partner of 
Peat, Marwick, Mitchell & Co Poronto 
Samtait 


has been elected president of the Canadian 


serving 


Tax Foundation, an organization whose 

jectives are improvement and better under pany, he 
of Canadian tax syster The in I 

Foundation is sponsored jointly by the Ca 

nadian Bar Association and the ¢ 


adian In 
Chartered 
ind en 


standing the 24. He was ay 
1943 1 
Shel merdine 


Natu 


troller in 
M1 


inel on the 


if) 
an 
Stitute of Account ints to under 
take ourave the | 

{ 


| 
Stuc of fiscal af ( 
tairs in Canada l 


Obituary 


Ray k. Canaday, 
of Morris Paper 
Auvust | ) 


James Herbert Botkin, cor 
Pure Oil Cor pany, ¢ hicay 
August 18, 1954 at th ive 
heen Pure 
He ber of the Financial 
counting Come of the Ar 
Institute erviny iS 
during | 


iffiliated with | 
Was a mci 
ittee 
troleur 


Cor 


11 


Roy (; 


Weai 


Zimmerm 
Ir 


itt 


this ittee 


hel a | bership certincs 


Controllers Institute 


William M 


9 tor the 


$21 


Brown (4 §8-1942 
Robinson Clay 
kron, Ohio, died on 
Sicle 
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Lake 
ember 


Eligibilit indards mutt Comat * WA 
| rs | ' ' William | 
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Felegraph Company 
Career aS a 
department 
for 


Rhode 


transferred 


ral Taxation of Co 


ann, controller 


Mint 


neapol 
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(#1542-1939) has been 


Interstate Securities Com 


MR. BLASCO 


social organizations wu 


Kansas City and ts a past president of the 
lec Kansas City Chapter, An 


erican Institute of 
Kansas City Cor 
and Controllers 


s the 


uditors 


1951 


(#5341 


American Telephone and 


New York, retired on 
ing more than 46 years 
I] System 
the 
Providence 


clerk in 
the 


Was 


ot 
Vv, and chiet ac 


organization when tt 


erged with the New England Telephone 


1921 


years 


pany nm 


several as chiet 
Island division of 
ind 
England Con 
to the A.T. & T. Ce 
pointed assistant comy 
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nal Committee Fed 
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EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof eaci 
insertion. 5O0¢ eath additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column u ide inch including Zu ords for box 
number. Closing date 10th of preceding mont! 


Address box number 
TROLLER, One East Forty 
York 17, N. Y.R plies 


replies to THE CON 
econd Street 


will be forwarded 


New 





SITUATIONS WANTED 





EXECUTIVE ACCOUNTANT—CPA 


B.S. degree, ave 32, secks intere 
with a tuture preferably in private 
Eleven years’ experience with prominent na 
tional firms in both public and private ac 
counting and Thoroughly experi 
enced in audits, taxe accounting, financial 
Statements, and systems. Prefer Pacific Coast 
Rocky Mountains or Midwest. Box 2074 


ting position 
madustry 


auditing 


CONTROLLER-TREASURER 
BUDGET DIRECTOR 


Heavy 
experience 
lyst, gets things dors 
knowledge on 
IBM, finance 


budget ystem ind pro fur 


public utility, manufacturing 


Skilled 


ough 
nique 
ecrnme: 


uran tux pension 


hiwure interpret 
btrective 
Has urd tt 


MCCOUNTIN 


Timely ind accurate 


management action 
lessly applied 
ministration 
law. Member 


locate, US. of 


Available imme 


Controlle 





NOT | 
cepl, revect or ve 
sponsibility for the 


t CON 


umn nor does 





W. T. CHAMBERLAIN INC. 
103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 


Insurance 


Consultants 


The largest analytical or- 
ganization of its kind which 
does not sell insurance 








Federal Excise Tax Rulings Vary 


Federal excise tax rulings have defined 
he taxability of 44 specific transactions in 
the last six Commerce Clearing 
House states. The rulings, 1 
no tax and 27 for a tax, were made by th 
Commissioner of Internal Revenue 
the United States Tax Court 
excise tax on 


‘ 


months 
? calling for 
and 
For instance, the coin 
Ope rated amusement devices was ordered 
not to a} ply to coin ope rated radio or TV 
cts, but coin ope rated still Or Moving Ppic- 
ture scts were found to be taxable. 

Bureau rulings, according to the report, 
held that admission taxes were not re 
quired for an event staged by character 


building organizations sponsored by Com 
munity Chests, hospital entertainment for 
benefit of charity patients, rental of a thea 
ter fora specific event if the lessce did not 
sell tickets, or when the Veterans Admin 
istration paid admissions to an athletic 
contest 

On_ th hand, 
were declared collectible on high school 


other admission taxes 
games sponsored by an association, unless 
the high school reccived the proceeds 
Little Theater groups not part of educa 
tional institutions, theater donations in 
licu of fixed charges, and athletic games 
rans Organization 


lon r¢ 


sponsored by vet 

Four re 
built articles 
were not imposed on rebuilt TV picture 
tubes that had not been disassembled, but 
were imposed on tubes that h id been taken 


ent rulings were report 


Manufacturer's excise taxes 


ipart before being rebuilt 

The U. S. Tax Court held that excise 
x were not to be collected when auto 
rebuilt for a customer-ownet: 
pump when all 


rts were 


for a water rebuilt 


parts were purchased by the taxpayer with 
the manufacturer's excise tax already paid 

A sheriff who paid personal funds for 
an automobile used in his official work 
was required to pay the manufacturer's ex 
cise tax. It was held by a Revenue ruling 
that the sale was not made to a political 
subdivision for its exclusive use. 

A company sclling fishing rods with 
some parts missing contested imposition 
of the manufacturer's excise tax on the 
ground that the purchaser would later 
have to acquire the missing parts, but was 
called upon by the U. S. Tax Court to pay 
as though the company had sold a com- 
pleted rod. 

Other rulings, the report says, require 
excise tax payments on an auto-lifting 
jack, a rack for a delivery truck, seat covers 
custom built and sold at retail, and power 
lawn mowers of the household type. 

In one case on transportation of per 
sons, taxes were not required on a boat 
chartered for a fishing party. 

Coin-operated perfume dispensing ma- 
chines are subject to the retailer's excise 
tax, and such taxes were held due on belts 
buckles with 


metals or furs 


ornamented 


and pr C1OUS 


stones, No retailer's excise 
tax was held due on insulated bags used 
only in keeping foods and liquids. 

Excise taxes provided about 14 per cent 
of all federal tax collections in 1952, said 
CCH. It added the comment in its report 
that “since taxpayers whose products and 
subject to these levies are un 
effect they 


have on sales, there is a heavy flow of court 


crvices ar 
derstandably touchy about the 


decisions and revenue rulings 


Institutional Investors Directory Published 


Casualty Companies, Fire Insurance Com 


The publication of the 1953 Directory 
of Institutional Investors of the United 
States and Canada ($10.00 per copy) wa 
innounced by Fiductary Pub 
lishers, Inc., 5O East 42nd Street, New York 
L775 Dink. ae 

the great extent to which the securt 


recently 
announcement port > out 


sof American governmental units and 
corporations have come under the manag: 
ment of trustees and other professional in 
vestors makes it desirable to compile, in a 
single reference volume, the names of th 
substantial institutional investors 

‘Since trust departments constitute the 
largest singh group of investors in stocks 
and bonds of corporate enterprise, as well 
is governmental securities, the publishers 
of Trusts and Estates have undertaken this 
compilation, very considerably extending 
data and classifications of the two former 
editions known as “The Directory of Trust 
Institutions.” 

This compendium contains the names of 
more than 6,000 Institutional Investors, in 
the following categories: 

Frust Departments, Commercial and 


Savings Banks, Life Insurance Companies, 


panies, Investment Companies, University 
Endowments, Foundations and Charities. 
Ihe objective of this firs 


ing of all groups of substantial institu 


inclusive list 


tional investors of the United States and 
Canada ts to provid ready reference to as 
many as possible of the sources of invest 
ment capital. Value of investment 
folios (in millions of dollars) as of the 
end of 1952 or latest report, 1s provided 
wherever available, with the of the 
in charge. In the preface to each 
relevant investment laws are 


port 


nam 
officer 
category the 
summarized. 

All trust institutions known to be 
ind presently or in early prospect of have 
ing portfolios of over $1 million are in 


Active 


cluded, with names of officials in charge 
of Trust Investments, Pension Trusts, 
Corporate Trusts, Common Trust Funds 
and New whenever 
separately designated by the bank 

For the 
further information on trust and other in 
stitutional investment policy and practice, 


Business, these are 


convenience of those who seek 


a bibliography of articles is included. 
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bs Sonsimatic 


Accounting Machines 


No matter how large or small your busi 
ness, the ultra-modern advance-design 
Burroughs Sensimatic can do a real job 
for you in cutting accounting costs It's 
built to speed work with figures, and to 
do it in the simplest, easiest way 


What's more, this versatile performer 
handles just about any accounting job 

thanks to Burroughs’ exclusive sensing 
panel. Good news, too, is the sur 
prisingly moderate cost. And there are 
five great Sensimatic series to meet a 
wide, wide range of accounting needs 

all with the same unmatched speed, 


versatility, and ease of operation 


When you want the best answer to your 
accounting problems, see your Bur 
roughs man. The Burroughs branch 
office near you is listed in the yellow 
pages of your telephone book. Burroughs 
Corporauon, Detroit $2, Michigan 


Now there are five Sencimatice! 


The 500 with I9 totale 
The 400 with 9 totale 
The 300 with li totale 
I ¢ 200 with S totale 
The 100 with 2 totale 





‘MNaltonals save us their cost every year” 


—RAYTHEON MANUFACTURING COQ., Waltham, Mass. 


Excellence in Electronics 


“We use National Accounting Ma- 
chines on both Accounts Receivable 
and Accounts Payable. Because of 
their many automatic features and 
other advantages, our Nationals save 
us their cost every year, thus return- 
ing about 100% annually on the in- 
vestment. 

“Nationals” case and simplicity of 


operation have simplified the training 


THE NATIONAL CASH REGISTER COMPANY, payrons, oxn1o0 


of operators. Furthermore, operators 
are happier because they accomplish 


their work with less effort.” 


(Adon. 


RAY THEON—larg 
leading supplier of 1 


rr f 
} 





Regardless of the type of 
there is a National System 
pays for itself out of the mor 
then continues saving ; 
fit Let 
i ‘c } 
Nationa 
val Cash Reg 
ine uted to your need 


* TRADE MARK REG. U.S. PAT. OFF 


Yational 
ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 





